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MAYOR'S  BLUE  RIBBON  COMMITTEE  ON  UNIVERSAL  HEALTH  CARE 


The  purpose  of  this  report  is  to  provide  the  City  and  County  of  San  Francisco  with  a 
framework  for  extending  health  care  coverage  to  uninsured  residents.  The  Blue  Ribbon 
Committee  on  Universal  Health  Care  ("Committee")  was  formed  under  the  direction  of 
Mayor  Willie  L.  Brown  and  began  meeting  in  November  1996.  The  Committee 
members  were: 
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EXECUTIVE  SUMMARY 


An  estimated  130,000  San  Franciscans  are  uninsured.  The  uninsured  have  greater 
difficulty  obtaining  needed  medical  care  and  have  lower  health  status.  Despite  growth 
in  our  local  economy  and  nation-wide  reductions  in  health  premium  increases  in  the 
past  three  to  four  years,  the  number  of  uninsured  has  not  decreased. 

In  response  to  the  1996  San  Francisco  Health  Summit,  Mayor  Brown  appointed  a Blue 
Ribbon  Committee  on  Universal  Health  Care  Coverage  ("Committee”).  The  Committee 
began  meeting  in  November  1996  to  de\’elop  recommendations  on  how  the  City  and 
Countv  of  San  Francisco  ("CCSF")  might  best  pursue  expanded  health  care  coverage  for 
the  uninsured.  The  Committee  included  health  care  providers,  insurers,  consumers, 
employers,  community-based  organizations,  labor  and  health  advocates.  The 
Committee  established  the  following  goals: 

• to  make  health  insurance  affordable  and  available  to  all  San  Francisco  residents, 

• to  define  a standard,  comprehensive  benefits  package  for  indigent  care, 

• to  offer  choice  of  providers  and/or  health  plans  and 

• to  promote  pre\'entive  and  primar\’  care. 

WTiile  these  goals  directly  effect  the  uninsured,  achieving  them  also  benefit  the  entire 
San  Francisco  community.  The\’  further  our  efforts  to  ensure  the  health  and  welfare  of 
all  residents 

The  Committee  is  recommending  a program  that  makes  health  insurance  more 
affordable  bv; 

• enabling  employers  to  participate  in  a purchasing  pool  that  leverages  their 
contributions  for  health  care  coverage  and 

• providing  a subsidy  for  low-income  workers  and  the  indigent 

The  estimated  monthly  health  care  premium  is  SI 39  per  enrolled  p>erson  - well  within 
the  industn-  standard. 
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The  Mayor's  Blue  Ribbon  Committee  on  Universal  Health  Care  makes  the  following 
recommendations  for  expanding  health  care  coverage  to  San  Francisco's  uninsured 
population; 

What  Should  Be  Created  and  Offered  To  Expand  Coverage? 

• Multi-Favor  Purchasing  Program:  Create  a purchasing  program  to  expand  health 
care  coverage  to  the  uninsured.  The  purchasing  program  would  pool  premiums 
from  employers  and  members,  and  indigent  care  dollars  from  the  CCSF.  By  pooling 
funds,  purchasing  programs  are  able  to  make  health  care  premiums  more  affordable 
for  small  businesses.  It  would  contract,  on  behalf  of  employers  and  individuals, 
with  health  plans  to  provide  affordable  preventive,  outpatient  and  inpatient 
insurance  coverage.  While  participation  in  the  purchasing  program  would  be 
entirely  voluntary,  the  more  employer  participation  in  this  program  the  better. 

• Scope  of  Benefits:  Adopt  the  following  minimum  benefits  package: 

• preventive  care, 

• primar}’  and  continuit}’  care, 

• prescription  drugs, 

• hospital  care  (inpatient  and  emergency  room), 

• vision  care  for  minors, 

• physical  therapy, 

• home  care, 

• skilled  nursing  care  (60-day  limit), 

• limited  mental  health  (inpatient  and  outpatient)  and 

• limited  substance  abuse  (outpatient  and  inpatient  detoxification). 

Employers  who  are  either  willing,  able  or  required  by  memorandums  of 
understanding  to  provide  broader  coverage  can  request  that  the  purchasing 
program  do  so.  This  mav  include  dental,  vision  and  other  benefits  coverage. 


Who  Should  Be  Eligible  For  Enrollment? 

• Eligible  Population:  Allow  the  following  to  be  eligible  for  participation  in  the 
purchasing  program: 

• Employers:  Businesses  are  eligible  to  enroll  their  employees  and  dependents  into 
the  program.  Small  employers  and  self-employed  individuals  would  also  be 
eligible. 

• Uninsured  Working  Adults:  Working  uninsured  will  be  eligible  for  enrollment 
either  through  their  employer,  or  as  an  individual  if  their  employer  chooses  not 
to  participate. 

• Uninsured  Children  above  200%  of  federal  poverty  level:  These  children  do  not  have 
access  to  publicly-supported  health  care.  Most  children  under  200%  of  the 
federal  poverty  level  are  eligible  for  either  Medi-Cal  or  Healthy  Families  and 
therefore  will  not  be  covered  through  this  purchasing  program.  Children  who 
are  under  200%  of  the  federal  poverty  level  and  are  ineligible  for  publicly- 
supported  health  care  could  enroll  in  this  program. 

• Uninsured  College  Students:  Low-income  college  students  will  be  eligible  for  the 
program. 

• Uninsured  Non-working  Adults:  These  individuals  who  have  traditionally  relied 
on  a safet\-  net  system  will  be  eligible  for  the  purchasing  program. 

The  Committee  recognizes  that,  if  necessary,  these  eligible  populations  ma\-  be 

prioritized  for  staggered  enrollment  into  the  purchasing  program. 

• CeSF  Emplo\  ees,  Retirees  and  Dependents:  Encourage  the  CC5F  to  be  the  first 
employer  into  the  purchasing  program.  Inclusion  of  CCSF  employees  and  retirees 
(along  with  their  dependents)  into  the  program  will  maximize  purchasing  leverage 
and  will  reduce  administrative  costs.  The  authority  to  purchase  health  benefits  on 
behalf  of  these  individuals  would  be  transferred  from  the  current  CCSF  Health 
SerMce  System  to  this  new  purchasing  program  No  reduction  is  being  proposed  in 
the  scope  of  benefits  offered  to  CCSF  employees,  retirees  and  dependents. 
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• Additional  Populations:  Consider  the  purchasing  program  as  a mechanism  for 
buying  health  care  for  additional  populations,  such  as  other  large  employers  and 
Medicaid  beneficiaries.  This  would  enable  the  purchasing  program  to  capitalize  on 
its  increased  size  (i.e.,  number  of  members),  to  access  another  source  of  funding,  to 
efficiently  purchase  health  care  through  economies  of  scale  and  to  support  the 
extension  of  health  care  to  low-income  residents  who  are  not  CCSF  employees. 

• Residency  Requirement:  Consider  establishing  a waiting  period  (e.g.,  continuous 
six-month  San  Francisco  residency)  requirement  for  individuals  to  enroll  in  the 
purchasing  program  (those  enrolling  without  employer  sponsorship).  Persons  who 
work  in  San  Francisco,  but  live  elsewhere,  may  be  enrolled  in  the  program  only  if 
their  employer  participates.  In  those  cases,  the  six-month  residency  requirement 
would  not  apply.  This  residency  requirement  does  not  refer  to  immigration  status. 
An\-  documented  or  undocumented  resident  will  be  eligible  for  the  program  if  they 
have  resided  in  the  CCSF  for  at  least  six  months.  Any  enrollee  who  qualifies  for  a 
premium  subsidy  will  be  required  to  meet  the  residency  requirement. 

Hou'  Should  This  Purchasing  Program  Be  Designed  and  Structured? 

• CoN  crnance:  Create  a governing  body  to  oversee  implementation  of  the  purchasing 
program.  The  purchasing  program  would  be  a non-profit,  public  benefit 
corporation. 

• Financing: 

• Purchase  coverage  through  a combination  of  employer  premiums,  member 
premiums  and  co-pavments,  and  CCSF  indigent  care  subsidies  for  low-income 
enrollees 

• .Means  testing  is  proposed  for  members  to  appropriateh  target  anv  CCSF 
premium  subsidy  Onl\  members  with  household  income  below  300°/©  of  the 
federal  poverty  level  would  be  eligible  for  a CCSF  subsidy.  A person  would 
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have  to  wait  six  (6)  months  to  become  eligible  for  the  subsidy.  No  CCSF  subsidy 
would  be  allowed  for  a person  who  works  in  San  Francisco  but  lives  in  another 
county. 

• Tie  the  level  of  member  premiums  and  co-payments  to  income.  Non-working 
members  would  not  be  required  to  pay  either  a premium  or  a co-payment. 

• Use  risk  adjustment  in  developing  appropriate  rates  for  plans  serving  those  with 
chronic  illnesses  or  those  at  high  risk  of  chronic  illness. 

• Contracting  Credits:  Adopt  an  ordinance  which  credits  San  Francisco  businesses 
who  are  competing  for  CCSF  contracts  with  bidding  points  for  providing  the 
proposed  scope  of  benefits  or  comparable  benefits  to  their  employees. 

This  report  does  not  attempt  to  outline  any  operational  issues  associated  with 
implementation.  However,  the  Committee  recommends  phasing-in  this  effort  to  allow 
the  purchasing  program's  governing  body  the  ability  to  study  cost  and  enrollment 
issues  before  attempting  to  enroll  all  uninsured  residents.  It  is  also  critical  that  an  on- 
going e\-aluation  of  the  program's  effectiveness  in  increasing  voluntary  participation  in 
the  health  insurance  market  be  done.  The  following  next  steps  are  recommended  to 
implement  the  proposed  purchasing  program: 

• Pre-implementation  Feasibilih^  Study:  Conduct  a feasibility  study  which,  at  a 
minimum,  should  include  a business  plan,  a marketing  and  sales  plan,  and 
additional  actuarial  analysis. 

In  addition,  the  Committee  believes  that  a sur\  ey  of  San  Francisco  small  businesses 
with  fewer  than  30  employees  should  be  undertaken  in  conjunction  with  insurance 
brokers.  Such  a sur\  ey  can  more  definitively  determine  whether  the  low-income 
worker  subsidy  and  the  estimated  premium  rates  will  attract  new  emplover  and 
employee  participation  in  the  health  insurance  market. 
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• Design  a Phased-In  Implementation:  The  Committee  believes  that  it  is  important  to 
have  both  public  and  private  employer  participation.  This  is  a fundamental  tenet  of 
the  purchasing  program's  design.  The  governing  body,  once  appointed,  will  need  a 
capable,  but  small  administrative  structure  to  design  a phased-in  implementation. 
Developing  a marketing  strategy  which  assures  both  public  and  private 
participation  is  vital. 

• Dex  elop  an  Evaluation  Component:  Evaluation  of  the  purchasing  program  must 
begin  in  the  early  phases  of  the  program's  design.  Measurable  objecti\-es  must  be 
identified  and  should  include,  but  are  not  limited  to; 

• measuring  the  number  of  uninsured, 

• instituting  quality  of  care  measures, 

• developing  member  feedback  and  satisfaction  measures, 

• using  public  health  measures  (e.g.,  immunization  rates,  mammogram  rates, 
cancer  screening,  safe  and  healthy  behaviors,  and  disease  control)  and 

• determining  the  impact  of  the  program  on  various  stakeholders  in  the  health  care 
industrv,  especiallv  safetv  net  providers  (i.e.,  patient  volume,  case-mix  and 
revenues  should  all  be  monitored). 

In  addition  to  evaluating  the  purchasing  program,  on-going  documentation  of  the 
pro)ect  will  be  needed  Man\  other  urban  and/or  regional  areas  will  b>e  \ er\ 
interested  in  the  success  (or  failure)  of  this  public-private  ettort  The  mtsjia, 
academia,  researchers  and  police  makers  will  be  interested  in  the  project  and  some 
should  be  involved  in  the  evaluation. 

The  Committee  bt'heves  that  the  CCSF's  success  in  reducing  the  numtvr  ot  uninsured 
rests  in  a voluntar\  approach  to  health  care  coverage  Federal  law  pre\  ents  the  CCSF 
from  creating  a mandatorv  program  — as  designed,  neither  emplovers  nor  individuals 
will  be  required  to  enroll  in  the  purchasing  program  In  addition,  the  Committee 
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discourages  a regulatory  or  punitive  approach  to  expanding  health  insurance. 

Employer  participation  into  the  purchasing  program  will  be  voluntary.  The  proposed 
design  and  model  of  the  program  has  the  potential  to  significantly  expand  affordable 
coverage  to  employers  who  are  not  providing  coverage.  These  employers  will  be 
incentivized  to  come  into  the  purchasing  program  based  on  a CCSF  subsidy  for  low- 
income  workers  and  on  affordable  employer  premiums.  Nonetheless,  the  Committee 
strongly  believes  that  the  purchasing  program  must  aggressively  reach  out  to 
employers,  working  uninsured,  college  students  and  others  to  ensure  that  the  program 
enrolls  the  maximum  number  of  uninsured  residents.  Education,  outreach  and  the  use 
of  insurance  brokers  are  critical  to  the  success  of  anv  voluntary  health  insurance 
programs. 

This  report  contains  thirteen  (13)  sections  which  are  organized  in  the  following  manner. 
Sections  I through  III  of  the  report  introduce  the  reader  to  the  uninsured  problem.  They 
provide  background  information  on  health  insurance  status,  the  health  care  deliverv 
svstcm  and  on  financing  care  for  the  uninsured.  In  Sections  IV  and  V,  the  Committee's 
objective,  goals  and  guiding  principles  are  presented  along  with  a discussion  of  the 
various  policy  issues  involved  in  extending  health  care  co\’erage.  Sections  VI 
encompass  the  Committee's  recommendations  on  the  mechanism  for  expanding 
coverage,  eligible  population,  scope  of  benefits  and  model  of  care.  Section  VII  provides 
the  estimated  cost  and  proposed  financing  involved  in  expanding  coverage. 

Starting  with  Section  VIII,  the  Committee  provides  its  recommendations  on  a 
governance  structure  and  Section  IX  discusses  financial  risk.  Section  X outlines  the 
purchasing  program's  responsibilities  to  the  CCSF.  Section  XI  discusses  the  impact  of 
expanding  health  care  coverage  to  the  uninsured  on  the  safet\  net.  Section  XII  provides 
intormation  on  the  community  forums  and  presentations  held  to  discuss  the  proposed 
purchasing  program  Finally,  in  Section  XIII  the  Committee  outlines  the 
implementation  issues  involved  in  developing  the  purchasing  program. 


The  Committee  acknowledges  the  tremendous  complexity  of  health  care  financing.  We 
have  benefited  from  months  of  analysis  and  deliberations.  There  are,  of  course,  many 
stakeholders  involved  in  any  health  care  reform  initiative.  We  believe  that  San 
Francisco  has  the  needed  policy  leadership  and  commitment  to  pursue  the  goals 
outlined  in  this  report.  San  Franciscans  as  a community  will  need  to  remain  focused  on 
the  goal  and  have  the  courage  to  move  forward  despite  the  inevitable  voices  of  cynicism 
and  self-interest.  San  Francisco's  insured  currently  enjoy  the  best  health  care  delivery  of 
almost  an\-  place  in  the  world.  Working  together,  the  public  and  private  sector  have  the 
abilit}-  and  capacity-  to  extend  this  care  to  everyone.  We  hope  you  will  read  this  report 
with  an  eve  toward  what  vou  can  do  to  this  end. 
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I.  INTRODUCTION 


An  estimated  $4,065  was  spent  per  capita  on  health  care  services  in  San  Francisco  --  a 
total  of  $3.06  billion  --  in  1996.  Despite  this  level  of  expenditure  and  the  ready 
availability  of  primary  care,  hospitals,  clinics  and  physicians  in  San  Francisco,  too  many 
residents  lack  health  insurance.  These  children,  college  students,  single  adults,  mothers 
and  fathers  have  little  opportunity  to  receive  routine  preventative  care  and  limited 
ability  to  pay  for  unexpected  emergencies.  Their  care  is  sporadic  and  expensive,  and 
results  in  higher  morbidity,  lost  productivity  and  poorer  overall  quality  of  living. 

The  passage  of  the  Personal  Responsibility  and  Work  Opportunity  Act  of  1996 
("Welfare  Reform")  threatens  to  increase  the  number  of  uninsured  by  allowing  states  to 
"de-link"  Medicaid  eligibility  from  welfare  eligibility  and  by  imposing  a lifetime  limit 
on  the  receipt  of  welfare  benefits.  Welfare  reform  seeks  to  move  welfare  recipients  into 
jobs.  For  this  transition  to  be  successful,  expansion  of  employer-based  health  insurance 
is  necessar}-  to  keep  children  and  families  covered,  and  to  keep  employees  at  work. 

In  August  1996,  Mayor  Brown  convened  the  San  Francisco  Health  Summit  to  discuss 
health  care  issues.  Individuals  from  health  care,  business,  academia,  labor,  government 
and  the  community  met  to  discuss  various  matters  ranging  from  health  indicators  to 
provider  training.  During  the  Health  Summit,  participants  raised  concerns  regarding 
the  rise  in  the  number  of  uninsured.  The  consensus  of  Health  Summit  participants  was 
that  while  San  Francisco  had  a number  of  health  care  resources  (such  as  primarv  care 
clinics),  it  needed  to  focus  its  efforts  on  improving  access  to  health  care  for  all  San 
Franciscans,  particularly  the  uninsured. 

WTien  a person  is  uninsured,  they  often  lack  access  to  a regular  provider  who  the\  can 
call  upon  when  ill  and  whom  they  can  obtain  preventive  health  care  maintenance  and 
early  detection  ser\  ices  from.  On  average,  the  uninsured  receive  about  60%  of  the 
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health  services  received  by  the  insured.^  As  a result,  the  uninsured  have  lower  health 
status  and  higher  rates  of  preventable  diseases  and  injuries.  Because  the  uninsured  are 
primarily  low-income,  working  people  they  must  either  self-pay  for  the  entire  cost  of 
care  or  seek  eligibility  for  sliding  scale  payments.  The  fear  of  receiving  high  medical 
bills  that  they  may  be  unable  to  pay  cause  many  uninsured  to  delay  seeking  treatment 
when  they  are  ill.  The  lack  of  access  to  a regular  primary  care  provider  and  the  high 
out-of-pocket  expense  often  result  in  the  uninsured  obtaining  care  at  expensive  hospital 
emergency  rooms.  Research  shows  that  the  uninsured  are  more  likely  to  be 
hospitalized  for  conditions  that  can  be  more  appropriately  treated  in  outpatient 
settings.-  The  uninsured  are  at  greater  risk  of  poor  health  outcomes.  When  the 
uninsured  do  seek  services,  their  ailment  is  generally  more  advanced  and  is  often  times 
more  difficult  to  treat. 

The  uninsured  usually  have  difficult  obtaining  care.  Private  physicians,  hospitals  and 
clinics  are  increasingly  less  able  to  provide  uncompensated  care  to  the  uninsured. 
Continued  reductions  in  fee-for-ser\’ice  rates  and  the  increased  use  of  risk-based,  pre- 
paid capitation  have  virtually  eliminated  all  revenue  margins  and  the  abilit\-  to  cost- 
shift. 

In  San  Francisco,  the  uninsured  have  some  access  to  primary,  acute  and  specialt}-  care 
due  to  community-based,  non-profit  and  public  providers.  For  example,  estimates  are 
that  54%  of  the  uninsured  obtain  services  at  the  Communit)-  Health  Network  (the 
integrated  delivery  system  of  the  San  Francisco  Department  of  Public  Health). 

However,  even  these  traditional  and  safet}'  net  providers  are  having  difficulty- 
continuing  services  to  this  population.  An  increasingly  competitive  health  care 
environment  has  strained  the  ability  of  providers  to  offer  free  or  reduced  cost  care  to 


Congressional  Budget  Office.  Behasioral  Assumptions  for  F.stimating  the  Effects  of  Health  Care  Proposals.  1993 
• J S VK  eissman.  C Gastonis.  and  A M Epstein.  "Rates  of  Asoidable  Hospitalization  b\  Insurance  Status  in 
Massachusens  and  Mars  land."  Journal  of  the  American  Medical  Association.  Volume  268.  1992 


the  poor  and  uninsured.^  Community  health  centers,  public  hospitals  and  public  clinics 
are:  (1)  witnessing  changes  in  the  mix  of  patients  who  have  a source  of  payment  for 
their  care  and  those  who  do  not,  (2)  adjusting  to  capitated  financial  arrangements  and 
(3)  dealing  with  adverse  federal  policy  which  has  brought  about  a reduction  in 
revenues. 

Regrettably,  our  nation  has  historically  tolerated  a high  number  of  uninsured  --  at  over 
40  million  people  today.  Prior  to  the  enactment  of  Medicaid  and  Medicare  in  1965, 
almost  one-third  of  the  population  was  uninsured.  VVTiile  the  percentage  declined  after 
the  creation  of  these  two  programs,  the  percentage  of  uninsured  has  been  increasing 
since  the  1980s.  The  following  reasons  have  been  offered  to  explain  our  nation's 
seeming  willingness  to  accept  the  uninsured: 

• the  number  of  uninsured  people  is  exaggerated, 

• being  uninsured  is  a temporary  situation  for  most  people, 

• many  people  choose  to  be  uninsured, 

• the  uninsured  get  care  anyway, 

• providing  universal  health  insurance  coverage  is  the  right  thing  to  do,  but  we 
cannot  afford  it  at  this  time, 

• government  is  untrustw’orthy  and 

• the  American  political  system  is  a barrier  to  sweeping  national  changes.-* 

These  beliefs  (some  legitimate  and  others  not)  have  led  to  apath\  among  citizens  and 
legislative  leaders.  Addressing  the  uninsured  problem  will  require  that  we  combat 
these  beliefs  and  dispel  other  myths  about  the  origins  and  solutions  to  the  uninsured 
problem 


Stuart  Altman.  L»c  Reinhart  and  Alexandra  Shields  (eds  ).  The  Future  I’ S Healthcare  S\ stem  VK-ho  \K  ill  Care 
for  the  Poor  and  I n insured'^.  1998 

‘ Steven  A Schroeder.  M.D..  "The  Medicall>  Uninsured  - Will  The\  Alwavs  Be  ith  Ls'*.’'  Nevs  England  Journal 
of  Medicine.  April  25.  1996 
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Following  the  Health  Summit,  in  November  1996,  Mayor  Brown  appointed  a Blue 
Ribbon  Committee  on  Universal  Health  Care  ("Committee").  The  principal  objective  of 
the  Committee's  work  was  to  recommend  an  expanded  health  care  coverage  program 
for  the  uninsured.  The  initiative  was  designed  to  give  employers  in  the  City  and 
County  of  San  Francisco  ("CCSF")  an  opportunity  to  improve  the  availability  of  health 
insurance,  to  improve  health  status  and  health  outcomes,  and  to  better  manage  health 
care  expenditures.  The  Committee  included  providers,  advocates,  health  care 
consumers,  business  representatives,  community  leaders,  and  State  and  federal  officials. 
All  Comm.ittee  members  shared  a broader  view  that  the  provision  of  health  care 
coverage  is  a community  responsibility  and  should  be  encouraged,  but  not  mandated. 

The  major  factors  that  should  be  taken  into  account  when  developing  anv  system  to 
expand  health  care  coverage  to  the  uninsured  are: 

• affordability;  the  program  must  be  affordable  if  it  is  to  attract  employers  and 
employees, 

• perceived  need  for  health  care:  people  have  different  needs  for  health  insurance  and 
health  care  depending  upon  their  family  circumstances  and  beliefs, 

• mandatory  versus  voluntar\-  participation:  there  are  no  provisions  either  federally 
or  on  a state  level  that  require  employers  to  offer  coverage  nor  is  there  any  law 
which  requires  an  individual  to  have  health  insurance, 

• maintaining  emplover-based  and  individually  purchased  insurance:  the  program 
should  not  result  in  employers  and/or  individuals  dropping  their  existing  health 
insurance  coverage  to  enroll  in  a program  with  the  potential  of  having  some  portion 
of  the  cost  subsidized  (i.e.,  "crowd-out"  should  be  minimized)  and 

• ensuring  public  sector  health  insurance:  the  program  should  actively  encourage,  not 
discourage,  persons  and  families  eligible  for  other  publicly-supported  health  care  to 
appl\  tor  and  obtain  coverage  in  these  state/ federallv  funded  prograrris 
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Given  these  factors,  purchasing  alliances  were  explored  in-depth  by  the  Committee. 
Under  this  model,  health  care  funds  are  pooled  from  a variety  of  sources  (employers, 
members,  public  sector  and  private  sector)  to  purchase  more  affordable  health  care  on 
behalf  of  an  enrolled  population.  Purchasing  alliances  offer  the  ability  to  spread 
financial  risk  (i.e.,  actuarial)  across  more  covered  lives,  the  opportunity  to  ensure 
member  choice  and  the  ability  to  offer  a comprehensive  benefits  package  (s).  The 
Committee  believes  that  a public-private  purchasing  alliance  could  help  meet  the  City 
and  County  of  San  Francisco's  goal  of  expanding  health  care  coverage. 
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II.  SAN  FRANCISCO'S  CURRENT  HEALTH  CARE  COVERAGE  PROFILE 


San  Francisco  has  an  estimated  total  population  of  773,000.=  Our  ethnically  and 
economically  diverse  population  includes  African  Americans,  Asian  Americans/ Pacific 
Islanders,  Latinos  and  Native  Americans  which  represent  more  than  one-half  of  the 
CCSF's  population.  Approximately  85,000  to  100,000  residents  are  refugees  or 
immigrants.  Based  on  1990  census  data,  roughly  13%  of  the  CCSF's  households  live 
below  the  federal  poverty  level.  An  estimated  7,000  to  8,000  San  Francisco  residents  are 
homeless. 


Health  insurance  pro\’ides  financial  protection  against  medical  care  costs  arising  from 
injury  or  disease.  The  insurance  can  cover  all  or  a portion  of  the  costs.  Persons  obtain 
health  insurance  through  three  major  vehicles:  (1)  either  through  their  employment  on 
a group  basis,  (2)  through  purchasing  it  directly  in  the  individual  health  insurance 
market  or  (3)  by  qualifying  for  publicly-supported  health  insurance.  Individuals  who 
cannot  obtain  health  insurance  under  one  of  these  mechanisms  are  considered 
uninsured  — that  is,  they  have  no  financial  protection  to  cover  the  costs  of  medical 
expenses.  Table  1 provides  a profile  of  health  care  coverage  in  San  Francisco: 


Table 


Health  Coverage  Status 

Estimated  Perc. 
of  Population 

Estimated  No. 
of  Residents 

Emplover-Bascd  Coverage 

53% 

407,900 

Individuallv  Purchased 

6% 

46,400 

Publicly-funded  Health 

Care 

A.  Medi-Cal 

9% 

73,200 

B Medicare 

15% 

115,500 

Uninsured 

17% 

130,000 

California  Department  of  Finance.  Januar>  1997  estimate 
' Toul  number  of  eligible  Medi-Cal  beneficiaries  in  December  1997  was  appro\imatel>  100. .^00  Appro\imatel> 
27.2®»  of  Medi-Cal  eligible  are  also  eligible  for  Medicare  (27.556  persons)  Medi-Cal  recipients  uho  are  also 
covered  under  Medicare  are  classified  as  having  Medicare  as  their  primarv  source  of  coverage 
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In  total,  83%  of  our  residents  have  some  form  of  health  insurance.  However,  despite  a 
vigorous  economy,  a low  unemployment  rate  and  decreasing  numbers  of  General 
Assistance  recipients,  current  estimates  are  that  130,000  residents  - 17%  of  San 
Francisco's  population  --  have  no  health  care  coverage. 

A.  Employer-Based  Coverage 

The  nation's  uninsured  crisis  is  in  large  part  due  to  the  fact  that  our  health  care 
insurance  model  is  strictly  voluntary.  Specifically,  employment-based  health  care  is 
voluntary.  Research  indicates  that  uninsured  rates  are  higher  in  localities  with  a high 
concentration  of  small  businesses  and  "underground  economy"  jobs  that  do  not 
tvpicallv  provide  health  insurance." 

As  health  care  costs  have  risen,  more  employers  either  have  chosen  not  to  or  been 
unable  to  offer  health  care  coverage  to  their  employees.  Providing  health  care  coverage 
increases  employers'  costs  of  operating  their  businesses.  Between  1989  and  1995,  the 
percentage  of  working  age  adults  (18  - 64  years  old)  with  private  health  insurance 
decreased  from  76%  to  73 %.®  Decreases  in  the  number  of  employers  who  offer  health 
care  coverage  increase  the  number  of  uninsured.  This  has  been  somewhat  exacerbated 
by  the  increasingly  common  practice  of  employers  offering  employees  the  option  of 
cash  compensation  in  lieu  of  health  benefit  contributions. 

Tabic  2 on  the  following  page  was  developed  as  part  of  the  1997  UCLA-KPMG 
Employer  Health  Benefits  5ur\’ey  and  provides  estimates  of  firms  offering  health  care 
insurance  in  the  San  Francisco  Bav  Area: 


Ra\mond  Baxter  and  Robert  Mechanic.  "The  Status  of  Local  Health  Care  Safet>  Nets.'  Health  Affairs.  \ olumc 
16.  Number  4.  Jul>  August  1997.  pp  7-23 

* United  Slates  General  Accounting  OfTicc.  Emplovment-Based  Health  Insurance  Costs  Increases  and  FamiK 
Cos  erase  Decreases.  Februarx  1997 


Table  2 


Number  of 
Employees 

% of  Firms  that 
Offer  Coverage 

% of  Employees 
Offered  Coverage 

% of  Employees 

Accepting 

Coverage 

3-9 

51% 

56% 

72% 

10-25 

78% 

78% 

76% 

26-50 

92% 

90% 

74% 

51  - 199 

96% 

97% 

67% 

200  - 999 

100% 

100% 

74% 

1,000  or  more 

100% 

100% 

62% 

As  the  table  reveals,  there  is  a strong  correlation  between  the  size  of  the  business  and 
the  business'  ability'  to  offer  health  care  coverage.  Individuals  employed  by  medium- 
sized and/or  large  firms  are  more  likely  to  be  offered  health  care  coverage.  Employees 
of  smaller  firms  and/ or  those  who  are  low-wage  earners  are  more  likely  to  be 
uninsured.  Small  businesses  are  defined  as  those  with  2 to  50  employees. 


In  comparison  to  state-wide  figures,  San  Francisco  Bay  Area  small  employers  are  more 
likelv  than  other  small  employers  to  offer  coverage.  For  example,  state-wide,  only  32% 
of  all  surveyed  employers  with  3-9  employees  offered  health  care  coverage  in 
comparison  to  51  % in  the  San  Francisco  Bay  Area.^  Based  on  these  findings,  the 
Committee  has  focused  particularly  on  how  best  to  reach  those  small  firms  with  fewer 
than  26  employees. 

Employers  (most  often  small  businesses)  cite  the  following  reasons  for  not  providing 
health  insurance;*® 

• health  insurance  premium  costs  are  too  high, 

• firm  profits  are  too  uncertain, 

• emplovees  would  rather  have  more  "take-home"  pay. 


' The  state-wide  sur\e>  data  indicates  the  following  for  small  emplo>ers  32®oof  firms  with  5 - 9 emplosees.  69®, 
of  firms  with  10  - 25  emplosees  and  8l®o  of  firms  with  26  - 50  employees  offer  health  insurance 
' Health  Insurance  Polic>  Program.  The  State  of  Health  Insurance  in  California  I9Q~’.  January  1998 


• firm  cannot  qualify  for  group  coverage, 

• employees  are  covered  elsewhere, 

• administrative  hassle  to  manage  coverage  and 

• employee  turnover  is  too  high. 

As  the  listing  above  indicates,  the  financial  instability  of  small  firms  deters  these 
employers  from  offering  health  insurance.  Other  research  has  found  that  small 
employers  do  not  see  offering  health  insurance  as  necessary  to  attracting  workers. 
Interestingly,  statewide  only  20%  of  the  firms  participating  in  the  UCLA-KPMG  sur\'e\- 
indicated  that  they  were  philosophically  opposed  to  providing  health  coverage.^- 

Table  2 also  indicates  that  not  all  employees  who  are  offered  health  care  coverage 
accept  it.  Monthly  premium  costs,  as  well  as  the  abilit\-  to  obtain  coverage  under 
another  family  member's  employer  affect  an  employee's  decision  to  accept  heath  care 
coverage  from  their  employer.  A recent  study  found  that  workers  earning  less  than  SIO 
per  hour  were  more  inclined  not  to  take  emplover-based  health  co\  eragc  when  it  was 
offered  by  employers.’ Thee  employees  cannot  afford  to  pa\-  their  portion  of  the 
monthly  health  care  premium  because  of  their  relatively  low  wage  - paving  a health 
care  premium  reduces  their  take-home  pay.  This  is  supported  by  the  fact  that  sur\  eys 
of  small  employers  indicate  that  some  employees  would  prefer  to  have  a higher  wage 
than  have  the  employer  contribute  to  health  insurance  premiums 

B.  Private  Individual  Health  Insurance 

A significant  number  of  workers  purchase  individual  health  insurance  through  the 
private  insurance  market  because  they  do  not  have  access  to  emplo\  er-based  coverage 
or  publicly-supported  health  care  Individual  health  insurance  is  most  commonlv 


Philip  Cooper  and  Barbara  Steinberg  Schone.  ".More  Often,.  Feucr  Taken,  for  Lmplo\  ment-Based  Health 
Insurance  1987  and  1996.'  Health  Affairs.  Volume  16.  Number  6.  November  December  1 90'  pp  142-156 
• The  State  of  Health  Insurance  in  California.  1997 
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purchased  through  insurance  agents  and  brokers.  In  1996,  an  estimated  16  million 
Americans  under  65  years  of  age  relied  on  the  private  individual  health  insurance 
market.^-*  Estimates  are  that  fewer  than  6%  of  Californians  under  65  years  of  age  have 
privately  purchased  health  insurance.^^  Individuals  who  typically  participate  in  the 
private  health  insurance  market  are; 

• self-employed  persons, 

• persons  whose  employers  do  not  choose  to  offer  health  insurance  coverage, 

• part-time,  temporary  or  contract  workers  ineligible  for  health  insurance  through 
an  employer, 

• college  students, 

• unemployed  persons  who  are  ineligible  for  Medicaid, 

• persons  betv\’een  jobs  who  have  exhausted  or  are  ineligible  for  continued 
employer-based  coverage  and 

• children,  spouses  and  other  dependents  ineligible  for  emplover-based  coverage. 

The  cost  of  obtaining  coverage  through  the  private  individual  health  insurance  market 
IS  more  expensive  for  a person  than  if  the  coverage  were  obtained  from  an  emplover. 
This  is  because  the  person  must  pay  the  entire  health  premium.  As  a result,  a person's 
income  and  assets  are  key  in  determining  whether  or  not  the  person  purchases  pri\  ate 
individual  health  insurance. 

In  addition,  medical  underwriting  is  used  in  the  individual  health  insurance  market. 
Medical  underu'hting  is  a process  by  which  a person's  pre-existing  condition  or  health 
status  mav  result  in  the  person  either  being  denied  coverage  or  paying  higher 
premiums.  Some  jX‘ople  arc  unable  to  obtain  health  insurance  through  the  private 
insurance  market  because  they  are  "medically  uninsurablc"  meaning  that  they  have  a 


‘ Deborah  J Chollet  and  Adeic  M Kirk.  I'ndersiandini:  Individual  Health  Insurance  Markets.  Alpha  Center.  March 

' The  Slate  of  Health  Insurance  in  California.  IQQ7  The  Committee  has  assumed  the  same  percentage  for  San 
F rancisco 
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chronic  health  condition  that  results  in  high  utilization  and  expenditures.  California's 
Managed  Risk  Medical  Insurance  Program  (MRMIP)  is  a small  initiative  (limited  to 
19,500  persons)  which  provides  health  insurance  to  those  who  can  afford  health 
coverage,  but  cannot  secure  it  in  the  private  individual  health  insurance  market.  In  San 
Francisco,  approximately  600  residents  receive  health  insurance  under  MRMIP. 

C.  Publicly-Supported  Health  Coverage 

California  has  two  publicly-supported  health  insurance  programs  for  low-income  and 
elderly  persons:  Medi-Cal  and  Medicare.  In  addition,  the  State  will  implement  a new 
publicly-supported  health  insurance  program  for  children  — Healthy  Families  --  in  the 
summer  of  1998.  All  three  programs  are  funded  by  the  federal  and  State  governments. 

i.  Medicaid 

Medicaid  provides  medical  assistance  for  certain  individuals  and  families  with  low 
incomes  and  resources.  It  has  serv^ed  as  the  federal  government's  primarv  vehicle  for 
expanding  health  care  coverage  to  low-income  citizens.  It  provides  health  insurance  to 
almost  36  million  people  nationally,  acting  as  a safety  net  for  those  unable  to  purchase 
individual  health  insurance.  In  California,  the  program  is  called  Medi-Cal  and  serves 
approximately  5 million  people.  Approximately  100,000  San  Francisco  residents  are 
Medi-Cal  recipients. This  number  has  been  steadily  declining.  In  San  Francisco  the 
percentage  of  Medi-Cal  recipients  who  participate  in  CalWORKS  is  roughlv  the  same  as 
those  receiving  Social  Security  Income. 

Medicaid  covers  about  half  of  poor  Americans.  This  is  because  being  poor  does  not 
automatically  qualify  you  for  Medicaid.  Only  persons  who  are  within  certain  eligibilitv 
categories  qualify  such  as  low-income  children,  pregnant  women,  the  elderh  and 
people  with  disabilities.  Medicaid  pays  for  the  following  health  serv  ices 


''  This  figure  includes  those  receiving  onl\  Medi-Cal  (73.200)  and  those  receiving  both  Medi-Cal  and  Medicare 
(2"’. 336) 
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• inpatient  and  outpatient  hospital, 

• physician,  midwife  and  certified  nurse  practitioner, 

• laboratory  and  X-ray, 

• nursing  home  and  home  health  care, 

• early  and  periodic  screening,  diagnosis  and  treatment  for  children  under  age  21 
and, 

• family  planning. 

California  also  provides  additional  benefits  such  as  prescription  drugs,  clinic  services, 
dental,  chiropractic  and  podiatry  services.  Overall,  California's  Medi-Cal  program  has 
a broad  scope  of  benefits,  but  the  eligibilih’  process  and  the  need  to  maneuver  through 
a complex  system  are  enormous  deterrents  that  sometimes  prevent  eligible  families 
from  applying  for  benefits. 

In  1992,  the  State  Department  of  Health  Services  (DHS)  was  given  broad  authority  to 
enroll  Medi-Cal  beneficiaries  into  managed  care  or  pilot  programs.  San  Francisco  was 
one  of  twelve  counties  across  the  State  which  were  mandated  to  deliver  health  services 
to  certain  Medi-Cal  beneficiaries  through  what  has  become  known  as  the  "Two-Plan 
Model."  These  CalVVORKS  beneficiaries  must  enroll  in  one  of  the  tv\-o  health  plans 
offered.  In  San  Francisco,  the  tu’o  health  plans  are  the  San  Francisco  Health  Plan  and 
Blue  Cross  of  California.  Currently,  33,500  Medi-Cal  recipients  arc  enrolled  in  managed 
care  in  San  Francisco. 

ii.  Medicare 

Medicare  provides  health  insurance  for  roughly  37  million  elderly  and  disabled  people. 
Almost  90°o  of  Medicare  recipients  are  o\  er  the  age  of  65.  The  Medicare  program 
consists  of  two  parts  (1)  hospital  insurance  (Part  A)  and  (2)  supplemental  medical 
insurance  (Part  B)  Eleven  percent  of  Calitornians  are  enrolled  in  .Medicare  Currenth  , 
115,5(X)  San  Franciscans  are  enrolled  in  Medicare  (this  figure  includes  those  enrolled  in 
both  Medicare  and  Medicaid). 


Medicare's  hospital  insurance  program  covers  hospital  inpatient  services,  home  health, 
hospice  and  skilled  nursing  care  (which  is  limited  to  100  days).  Under  the 
supplemental  medical  insurance  portion  of  Medicare,  recipients  access  physician 
services,  hospital  outpatient  care,  laboratory  services,  durable  medical  equipment  and 
other  ambulatory  care. 

Medicare  is  critical  to  ensuring  that  those  over  65  years  of  age  have  access  to  care  and  it 
is  the  principal  reason  why  the  uninsured  are  primarily  under  the  age  of  65.  However, 
it  does  not  generally  provide  all  of  the  services  that  a person  might  receive  through 
emplover-based  coverage.  Medicare  does  not  cover  prescription  drugs,  imposes  higher 
deductibles  than  Medicaid  and  does  not  limit  the  amount  of  money  that  a beneficiary 
has  to  pay  out-of-pocket.  Because  of  this,  many  Medicare  beneficiaries  purchase 
supplemental  insurance  to  cover  the  cost  of  services  not  covered  under  Medicare. 

iii.  Healthy  Families 

In  1998,  California  will  phase-in  a new  program  designed  to  expand  health  care 
coverage  to  uninsured  children.  The  California  Healthy  Families  Program  will  provide 
health  insurance  coverage  (health,  dental  and  vision)  to  uninsured  children  under  200% 
of  the  federal  poverty  level  ($27,300  for  a family  of  three)  who  are  ineligible  for  Medi- 
Cal.  The  program  covers  children  aged  1 up  to  19. 

California  is  creating  the  Healthy  Families  Program  in  response  to  the  recentlv  enacted 
federal  Children's  Health  Initiative  Program.  This  program  provides  federal  funding 
for  states  to  expand  health  care  coverage  to  uninsured  children  under  the  age  of  19.  An 
estimated  580,000  children  in  California  are  eligible  for  Healthy  Families.  In  San 
Francisco,  an  estimated  3,000  - 6,000  children  are  eligible  for  the  program. Under 
Healthy  Families,  children  will  have  access  to: 


' Steve  W allace.  PhD.  Tanya  Bunon.  MSPH.  Hon^ian  Yu.  PhD  and  E Richard  Brovvn.  PhD.  “Uninsured  Low- 
Income  Children  Eligible  for  California's  Heallhv  Families  Program."  December  1997 
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• hospitalization, 

• physician,  medical  and  surgical  services, 

• outpatient  services, 

• prescription  drugs, 

• family  planning, 

• mental  health, 

• dental  benefits, 

• vision  services  and 

• occupational,  physical  and  speech  therapies. 

Families  who  enroll  their  children  in  Healthy  Families  are  required  to  pay  monthly 
premiums  and  co-payments  for  non-preventative  services.  The  monthly  premium 
amount  depends  upon  the  family's  income  and  number  of  children  enrolled  in  the 
program.  However,  in  general,  premiums  fall  within  the  following  categories: 


Table  3 


Number  of 

Income  100% 

Income  151  % 

Children 

to  150%  FPL 

to  200%  FPL 

1 

$7 

$9 

2 

$14 

$18 

3 or  more 

$21 

$27 

Families  will  be  able  to  obtain  discounts  on  their  premium  it  they  select  the  Community 
Provider  Plan  as  their  child's  health  plan.  The  Community  Provider  Plan  is  the  health 
plan  with  the  highest  concentration  of  traditional  and  safet)-  net  providers.  For  the 
purposes  of  Health  Families,  this  is  based  on  participation  of  Child  Health  and 
Disabilitv  Prevention  providers,  clinics  and  hospitals  in  the  provider  network.  In  San 
Francisco  the  Communitv  Provider  Plan  for  Healthy  Families  is  the  San  Francisco 
Health  Plan 
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III.  SAN  FRANCISCO'S  UNINSURED  RESIDENTS 


An  estimated  130,000  San  Franciscans  (or  17%  of  the  population)  are  uninsured.^^  These 
residents  lack  any  form  of  private  or  public  health  insurance.  These  estimates  were 
derived  utilizing  the  most  Current  Population  Survey  and  National  Medical 
Expenditure  Survey. Below  the  Committee  discusses  the  barriers  that  prevent  more 
residents  from  having  health  insurance,  provides  demographic  information  on  San 
Francisco's  uninsured,  highlights  the  implications  of  not  having  health  insurance  and 
summarizes  the  funding  of  health  care  for  the  uninsured. 

A.  Causes  of  Uninsurance 

The  reasons  why  the  uninsured  lack  coverage  are  both  obvious  and  subtle.  Some 
ha\’ing  to  do  with  financial  ability  to  pay  for  coverage,  knowledge  of  publicly-funded 
health  care  and  the  perceived  need  for  coverage.  The  following  provides  the  major 
barriers  facing  the  uninsured: 

• Lack  of  employer  coverage  - A significant  percentage  of  the  uninsured  are 
working,  these  individuals  may  not  have  access  to  employer-based  health  care 
coverage  either  because  they  do  not  meet  the  employer's  criteria  for  eligibiliU’ 
(e.g.,  minimum  number  of  hours  worked  per  week)  or  their  employer  does  not 
offer  coverage. 

• Cost  - A person  may  be  unable  to  afford  the  cost  of  coverage  on  the  individual 
health  insurance  market  or  to  pay  their  portion  of  the  premium  cost  if  coverage 


'* *  San  Francisco  Counr>  Estimates  of  Health  Insurance  conducted  b>  Andre^^  Bindman.  M.D  , Associate  Professor 
of  Medicine  and  Epidemiologs.  Universiu  of  California  at  San  Francisco 
Ulule  a primars  data  survey  was  not  developed  to  obtain  the  estimated  number  of  uninsured,  several  sources 
support  the  estimated  number  of  uninsured  San  Francisco  residents.  specificalK 

• the  CeSF's  Controllers  Office  city^vide  survev  for  1997  found  that  l5*o  of  the  respondents  had  no  health 
insurance. 

• the  UCLA  Center  for  Health  Policv  Research  found  that  1 7**  - 29*  o of  those  aged  0 to  64  arc  uninsured 
and 

• a 1997  report  b>  the  Institute  for  the  Future  estimated  the  number  of  uninsured  to  be  l6*o  in  San  Francisco 
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is  available  from  their  employer.  Uniformly,  cost  is  cited  as  the  single  most 
important  factor  contributing  to  a person's  uninsured  status. 

Pre-existing  conditions  ~ Because  underwriting  is  still  practiced  in  California, 
insurers  may  deny  coverage  to  persons  based  on  their  health  status.  Persons 
with  chronic  pre-existing  conditions  sometimes  find  it  difficult  to  obtain 
coverage,  and  if  they  are  able  to  obtain  coverage,  the  cost  is  generally  more 
expensive. 

Perceived  need  for  health  insurance  — Some  uninsured  do  not  equate  health 
insurance  with  health  care  and  therefore  see  no  value  in  either  seeking  routine 
care  or  purchasing  insurance.  These  individual  may  or  may  not  be  able  to  afford 
health  insurance.  Those  who  are  financially  able  to  pay  for  coverage,  but  do  not 
bu\’  it  may  see  themselves  in  good  health  and  only  think  of  health  insurance  for 
those  who  are  in  bad  health.  These  individuals  generally  do  not  believe  in 
insurance  or  believe  that  they  will  someday  need  care. 

Attitudes  and  knowledge  about  public  health  insurance  — Some  uninsured  are 
eligible  for  publicly-supported  health  care,  but  may  be  unaware  of  their 
eligibilit)-.  In  these  cases  additional  education  and  outreach  is  needed  to  inform 
the  uninsured  that  they  can  obtain  health  insurance.  Others  may  be  aware  of  the 
programs,  but  are  reluctant  to  apply  because  they  associate  the  receipt  of 
publicly-supported  health  care  with  welfare  and/or  find  the  application  process 
cumbersome,  intrusive  and  uninviting.  In  addition,  literacy,  language  and 
cultural  barriers  can  also  prevent  individuals  and  families  from  knowing  about 
and  applying  for  such  programs  as  Medi-Cal. 

Ineligibility-  for  public  assistance  - Some  low-income  uninsured,  due  to  their 
legal  status  (i.e.,  recently  arrived  legal  immigrants  and  undocumented  residents) 
are  ineligible  for  publicly-supported  health  care.  As  a result  of  welfare  reform, 
recently  arrived  legal  immigrants  are  ineligible  for  public  assistance  for  their  first 
five  years  in  the  United  States.  Undocumented  residents  have  not  been  eligible 
for  either  Medi-Cal  or  Medicare. 
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B.  San  Francisco's  Uninsured  Population 

Table  4 segments  the  uninsured  into  four  categories:  working  adults,  indigent  adults, 
other  adults,  and  children  and  youth.  San  Francisco's  uninsured  population  follows  a 
state-wide  pattern  in  that  the  majority  of  uninsured  (over  80%)  are  workers  (either  full 
or  part-time)  or  are  members  of  working  families.^o  Fiowever,  a majority  of  the 
working  adults  are  employed  by  small  businesses  which  have  historically  had  lower 
rates  of  offering  health  coverage.  As  the  table  below  indicates  an  estimated  10%  of  San 
Francisco's  uninsured  are  18  years  of  age  or  younger. 


Table  4 


Uninsured  Category 

Est.  Number 
of  Persons 

Percentage 

Working  Adults  (Full-time,  Self- 
Employed  and  Flex  Work  Force) 

88,000 

68% 

Indigent  Adults  (General 
Assistance  Recipients,  Homeless) 

18,000 

14% 

Other  Adults  (Non  Working 
Adults,  Low-Income  College 
Students) 

11,000 

8% 

Children  and  Youth 

13,000 

10% 

All  Uninsured 

130,000 

100% 

The  Committee  recognizes  that  many  low-income  college  students  may  be  working, 
especially  in  part-time  jobs.  However,  the  Committee  does  not  have  accurate 
information  on  employment  among  college  students.  Given  this,  the  Committee  felt 
that  it  was  appropriate  to  list  college  students  under  the  "other  adults"  category. 

Health  care  coverage  among  college  students  differs  widely  among  institutions.  In  San 
Francisco,  college  students  at  four-year  institutions  are  more  likely  to  have  health 
coverage  than  those  at  tw'o-year  institutions.  At  California  State  University  at  San 
Francisco,  a sur\  ev  found  that  tw’o-thirds  of  the  students  had  health  insurance.* *^  This  is 


^ The  State  of  Health  Insurance  in  California.  1997. 

• M>ra  Lappin.  M.D  . “San  Francisco  Slate  Student  Health  Needs  Sur\e\."  Public  Research  Institute.  Ma>  1996 
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in  stark  contrast  to  information  obtained  by  the  Health  Services  Department  at  City 
College  where  an  estimated  82%  of  those  surveyed  were  uninsured.^ 

State-wide  demographics  indicate  that  a disproportionate  number  persons  of  color  are 
likely  to  be  uninsured.  In  particular.  Latinos  have  a higher  percentage  of  uninsured 
within  their  population  — at  35%.  African-American  and  Asian- Americans/ Pacific 
Islanders  have  similar  proportions  of  their  populations  without  health  insurance  --  at 
25%  and  23%  respectively.  Within  European- Americans,  14%  of  their  population  is 
estimated  as  being  uninsured.23  The  Committee  believes  that  these  State  characteristics 
are  seen  in  San  Francisco's  uninsured  population. 

More  men  (56%)  than  women  (44%)  are  uninsured. 


Uninsured 


By  Gender 


As  the  graph  on  the  next  page  indicates,  60%  of  the  uninsured  have  incomes  below 
200%  of  the  federal  povertv  level.  For  a family  of  one  this  would  be  equivalent  to 
$16,100  a vear,  for  a familv  of  two  $21,700  a vear  and  for  a family  of  three  $27,300  a 

San  Francisco  Cit>  College.  Health  Serv  ices  Department 
• The  Stale  of  Health  Insurance  in  California  IQ97 
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year.24  In  high  cost  urban  areas  such  as  San  Francisco,  the  ability  to  afford  health  care 
coverage  becomes  difficult  after  paying  for  other  necessities. 


Uninsured  by  Poverty 


According  to  the  1990  Census,  the  San  Francisco  neighborhoods  u’ith  the  highest 
percentage  of  their  population  in  povert\'  (i.e.,  over  32%  of  the  residents  are  at  or  below 
100%  of  FPL)  were:  Bayview  Hunters  Point,  Visitation  Valley,  portions  of  the 
Tenderloin  and  portions  of  Chinatown.  Neighborhoods  with  fairly  high  percentages  of 
their  population  in  poverU'  (i.e.,  between  16%  and  32%  of  the  residents  are  at  or  below 
100%  of  FPL)  were:  additional  sections  in  Chinatown,  Civic  Center/ North  of  Market, 
South  of  Market,  Mission,  Potrero  Hill,  portions  of  Western  Addition  and  additional 
sections  of  the  Tenderloin. 

San  Francisco  is  home  to  a diverse  immigrant  communit}*.  V\Tiile  we  do  not  have 
demographic  information  for  the  uninsured  by  immigration  status,  we  estimate  that  a 
number  of  the  uninsured  are  immigrants  (both  documented  and  undocumented 
residents).  Undocumented  residents  have  historically  had  ver\-  limited  access  to 

Appendix  A pro\ides  ihc  1998  federal  povert>  guidelines 
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publicly-funded  health  care  and  firms  that  employ  undocumented  workers  may  have 
little  incentive  to  provide  health  care  to  this  population.  As  a result  of  the  federal 
Personal  Responsibility  and  Work  Opportunity  Act  of  1996  (known  as  Welfare  Reform) 
man}'  documented  immigrants  are  prohibited  from  applying  for  publicly-funded  health 
care  for  a period  of  five  years  if  entering  the  United  States  after  August  22, 1996.  Some 
of  these  individuals  have  neither  employer-based  coverage  nor  the  ability  to  purchase 
private  individual  health  insurance. 

C.  Consequences  of  Being  Uninsured 

While  a person  may  be  uninsured,  this  does  not  mean  that  they  go  without  health  care 
entirely.  However,  this  also  does  not  mean  that  their  access  to  care  is  comparable  to 
those  who  have  insurance.  The  health  care  system  is  more  difficult  to  access  if  you  do 
not  have  health  insurance.  Research  has  found  that  36%  of  the  uninsured  report  having 
no  usual  source  of  care  compared  with  17%  for  those  with  private  insurance  and  12% 
for  those  with  Medicaid.^  When  an  uninsured  person  lacks  a usual  source  of  care,  they 
must  navigate  a complex,  fragmented  health  care  delivery  system. 

This  is  problematic.  For  a needed  appointment,  they  may  call  several  clinics  before 
finding  one  that  can  schedule  a visit  within  the  requested  time-frame.  Seeking  ser\dces 
can  involve  the  individual  sitting  through  several  screening  sessions  and  completing  a 
multitude  of  forms  to  determine  if  they  are  eligible  for  any  publicly-supported  health 
care.  Lacking  a regular  provider,  the  uninsured  will  not  have  one  medical  record  that 
contains  a complete  medical  histor}*  of  the  person.  They  may  have  a different  patient 
record  at  each  site  where  they  have  seen  a provider. 

Health  care  utilization  among  the  uninsured  is  less  than  health  care  utilization  among 
those  with  health  care  coverage.-^  Because  the  uninsured  are  primarily  low-income. 


The  Future  U S Healthcare  S\$tcm  mio  Will  Care  for  the  Poor  and  Uninsured'^ 
•'  t^haMoral  Assumptions  for  Estimating  the  Effects  of  Health  Care  Proposal<; 
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working  people,  paying  for  high  cost  medical  care  can  be  very  prohibitive.  While  some 
may  qualify  for  reduced  sliding  scale  payments  at  certain  clinics,  others  may  not  and 
even  with  a sliding  scale,  the  cost  of  care  may  be  too  expensive.  Knowing  that  they 
have  limited  financial  resources  and  may  be  unable  to  pay  their  medical  bills,  the 
uninsured  are  less  likely  to  seek  services.  As  a result,  when  the  uninsured  do 
eventually  seek  services,  their  ailment  is  often  more  advanced  and  often  times  more 
difficult  to  treat  because  they  have  postponed  obtaining  care  earlier. 

Data  from  the  San  Francisco  Department  of  Public  Health  ("DPH")  indicates  the 
following  about  indigent  patients  (i.e.,  uninsured)  receiving  services:-" 

• indigents  constitute  approximately  one-half  of  the  total  patient  population  and 
indigents  represent  about  one-half  of  discharges/  visits  and 

• indigents  have  a much  lower  percentage  of  inpatient  discharges/ visits  and 
expenditures  as  compared  with  non-indigents. 

In  1997,  the  Departments  of  Public  Health  and  Human  5er\'ices  conducted  a match 
between  their  databases  to  determine  the  health  care  utilization  of  General  Assistance 
recipients  during  fiscal  years  1993-94  to  1995-96.  The  data  indicated  that  during  this 
three  year  period  there  were  29,000  General  Assistance  recipients  and  almost  50%  had 
used  DPH  ser\’ices,  either  at  San  Francisco  General  Hospital,  the  communitv -oriented 
primary  care  clinics  or  at  Communit}’  Mental  Health  Services.  The  most  common  visit 
diagnoses  for  SFGH  inpatient  clinic  visits  among  General  Assistance  recipients  were:  (1) 
mental  disorders  and  (2)  metabolic  and  immunitv  disorders. 


■ San  Francisco  Department  of  Public  Ftcalih.  Medicall>  Indigent  Care  Reporting  System  (MICRS)  Data  Summary 
Report  No  5.  November  MICRS  is  a state-wide  reporting  requirement  for  Proposition  99  funds 
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D.  Financing  Care  for  the  Uninsured 

Over  the  last  several  decades  local  government  and  non-profit  community  clinics  have 
increasingly  taken  on  the  role  of  providing  health  care  services  to  indigent  and 
uninsured  persons. 

Under  California  Welfare  and  Institutions  Code  Section  17000,  California  counties  are 
required  to  serve  persons  with  no  private  or  public  health  insurance.  Counties  may 
provide  services  directly  or  contract  with  other  private  and  non-profit  providers  to 
deliver  services.  Other  community-based  providers  such  as  non-profit  clinics  also 
proN'ide  ser\'ices  to  the  uninsured.  This  system  is  known  as  the  safety  net  and  was 
created  to  ensure  that  the  uninsured  and  the  indigent  have  access  to  necessar\’  medical 
services. 

As  more  people  have  become  uninsured,  safetv  net  responsibilities  have  increased.  The 
private  sector  has  traditionally  not  provided  health  care  to  persons  who  have  no  or 
limited  abilitv  to  pav  for  the  services.  Data  from  the  Department  of  Public  Health 
indicates  that  71,000  uninsured  patients  were  seen  at  its  facilities  in  the  past  year.  This 
means  that  one-half  of  all  uninsured  patients  rely  on  the  public  safety-  net  system  for 
either  routine  or  episodic  care.  The  remaining  uninsured  may  go  to  other  safet\-  net 
providers  in  the  Citv,  private  phvsician's  offices  (self-pay)  or  simply  do  not  get  care  at 
all 

Funding  for  safety  net  providers  is  limited  - coming  from  a patchwork  of  federal,  state 
and  local  government  resources  (such  as  Medicaid,  Medicare,  disproportionate  share 
pavments.  Proposition  99,  Realignment  - sales  tax  and  vehicle  licensing  fees)  This 
patchwork  of  funding  is  generallv  allocated  in  a categorical  manner  Certain  funds  are 
designated  tor  sptxnfic  groups  (such  as  pregnant  women,  low-income  children,  persons 
with  HI\’/ AIDS,  etc  ),  certain  medical  conditiorvs  (e  g , mental  health),  certain 


modalities  of  care  (e.g.,  inpatient  services)  or  certain  types  of  providers  (e.g.,  rural 
health  clinics,  disproportionate  share  hospitals). 

Categorical  funding  was  initially  conceived  as  a way  to  ensure  that  funds  would  be  set 
aside  for  vulnerable  populations.  However,  as  the  needs  of  populations  have  become 
more  multi-disciplinary,  categorical  funding  has  hampered  the  ability  of  providers  to 
efficiently  use  funds  to  address  the  multiple  needs  of  patients.  Furthermore,  even  these 
funding  sources  are  in  constant  jeopardy  by  federal  budget  proposals  to  reduce 
Medicaid  and  Medicare  expenditures.  Any  reduction  can  compromise  the  CCSF's 
ability  to  continue  providing  services  to  the  indigent.  Finally,  the  proliferation  of 
managed  care  financing  and  reduced  employer-supported  health  coverage  adds 
additional  pressure  to  an  already  challenged  safety  net  system. 
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IV.  EXTENDING  HEALTH  CARE  COVERAGE  TO  THE  UNINSURED  - 
OBJECTIVE,  GOALS  AND  GUIDING  PRINCIPLES 


The  principal  policy  objective  of  the  Committee  is  to  recommend  an  expanded  health 
care  coverage  program  for  the  uninsured.  By  implementing  this  project  San  Francisco 
can  provide  health  care  access  to  the  uninsured  who:  (1)  are  ineligible  for  publicly- 
funded  health  insurance,  (2)  cannot  afford  coverage  in  the  individual  market  or  (3) 
work  for  employers  who  do  not  currently  offer  health  insurance.  The  project  involves 
developing  a comprehensive  purchasing  system  that  provides  a range  of  benefits 
including  preventive  primary  care,  acute  care,  mental  health  ser\’ices,  and  substance 
abuse  treatment  to  this  population. 

The  Committee  has  followed  the  deliberations  of  President  Clinton's  Advisory 
Commission  on  Consumer  Protection  and  Qualitv'  in  the  Health  Care  Industry  and 
strongl)'  endorses  their  statement  regarding  our  health  care  delivery  system  which  read 
as  follows: 

'T/ir  purpose  of  the  health  care  system  must  be  to  continuously  reduce  the  impact  and 
burden  of  illness,  injunj,  and  disabilihj,  and  to  improve  the  health  and  functioning  of  the 
people  of  the  United  States." 

We  believe  that  this  statement  encapsulates  a fundamental  principle  in  expanding 
health  insurance  which  is  to  reduce  illness  and  in)urv  among  our  residents. 

A.  Goals 

The  goals  of  the  project  are  multi-faccted,  reflecting  the  Committee's  desire  to  not  only 
improve  access,  but  to  also  improve  health  status  and  utilize  resources  efficiently 
Expanding  health  care  coverage  to  the  uninsured  will  achieve  the  following  goals. 

• make  health  insurance  affordable  and  available  to  all  San  Francisco  residents. 
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• define  a standard,  comprehensive  benefits  package  for  indigent  care, 

• offer  choice  of  providers  and/ or  health  plans,  thereby  improving  quality  and 

• promote  preventive  and  primary  care. 

These  goals  effect  not  only  the  uninsured,  but  the  San  Francisco  community  at-large.  If 
we  can  ensure  the  health  and  welfare  of  the  uninsured  population,  then  we  can  improve 
the  health  and  well-being  of  our  entire  community. 

B.  Guiding  Principles 

To  guide  its  development  of  a health  insurance  program  for  the  uninsured,  the 
Committee  adopted  a set  of  principles.  These  principles  reflect  the  Committee's  desire 
to  ensure  the  availabilit}'  of  qualit\’,  cost-effective  care  to  the  CCSF's  uninsured 
residents  while  emphasizing  primar}-  and  preventive  care  (including  public  health 
ser\'ices),  choice  among  providers  and  continuity  of  carc.-^  Below  are  the  guiding 
principles  adopted  bv  the  Committee: 

General  Principles 

• Access  to  health  care  is  a key  factor  in  ensuring  the  quality  of  life  in  our  Cit\-. 

• For  the  most  part,  San  Francisco  employers  want  to  provide  health  care  to  their 
employees,  but  many  cannot  afford  to  do  so. 

• There  are  manv  aspects  of  the  current  health  care  dcli\  er\  svstem  that  are 
effective.  These  should  be  preser\’ed  and  incorporated  into  any  expanded  health 
care  plan  that  attempts  to  provide  employers  with  an  incentive  to  better  meet 
San  Francisco's  continuing  health  care  needs 

• Changes  in  the  health  care  industry-  and  in  the  configuration  of  public  financing 
should  be  adapted  to  accommodate  the  implementation  of  an  expanded  health 
care  plan 


■’  Residents  are  those  who  li\e  in  the  Cits,  as  defined  b\  the  Board  of  Supervisors  and  the  Mavor  .An  individuals 
citi/enship  status  has  no  bearing  on  whether  thes  would  be  considered  a San  Francisco  resident  for  the  purpose  of 
expanded  health  care  coverage 


• The  purchasing  program  will  be  structured  to  promote  health,  and  to  preserve 
and  protect  services  for  those  who  are  persistently  and  chronically  ill. 

• The  governance  structure  of  the  purchasing  program  should  be  one  that  has 
long-term  stability  and  allows  for  sufficient  oversight  and  measurement  of  the 
program's  objectives. 

• Simplicity  in  administration  and  implementation  will  be  emphasized,  in  order  to 
reduce  both  administrative  cost  and  start-up  time,  and  to  maintain  short  and 
long  term  viabiliU'. 

Emphasis  on  Primary  and  Preventive  Care 

• Health  care  is  enhanced  by  the  development  of  a continuous  relationship 
between  a patient  and  his/her  primary  care  provider. 

• Most  health  care  services  are  best  provided  at  the  primary  care  level. 

Choice 

• Members  enrolled  in  the  purchasing  program  should  have  a reasonable  choice  of 
both  primarv  care  providers,  clinics  or  other  facilities,  and  health  plans. 

• Choice  can  be  made  available  through  a choice  of  plans,  provider  groups  or  both. 

• Participants  should  have  information  made  available  to  them  that  allows  for 
effective  exercise  of  choice,  including  assessments  of  consumer  satisfaction, 
quality  of  care  and  other  measures. 

Benefit  Package 

• The  benefit  package  provided  to  participants  should  seek  to  emphasize 
continuity  of  care,  and  focus  on  prevention  and  primary  care  ser\  ices  (including 
public  health) 

• In  order  to  avoid  crowd-out,  the  cost  and  scope  of  the  basic  benefit  package  must 
be  comparable  to  that  provided  in  the  private  market  The  package  must  be 
structured  to  encourage  participation  by  employers,  with  the  goal  of  increasing 
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the  number  of  employers  who  offer  health  insurance  to  their  employees  and 
thereby  decreasing  the  number  of  persons  without  health  insurance. 

• in  order  to  assure  that  participants  are  treated  in  a coordinated  fashion,  specialty 
services,  including  behavioral  care,  should  be  integrated  into  the  benefit  package 
as  much  as  possible. 

• Planning  for  inclusion  of  long-term  care  services  will  be  deferred  to  the  CCSF's 
Long-Term  Care  Pilot  Project  Task  Force. 

Cost  of  Package 

• The  purchasing  program  should  seek  the  best  value  for  the  most  coverage. 

• The  package  should  be  priced  to  encourage  the  best  use  of  health  care  resources. 

• The  benefits  package  should  be  structured  to  minimize  duplication  of  resources 
and  administrative  costs. 

• The  CCSF  shall  continue  to  seek  to  maximize  state  and  federal  funds  for  all  low- 
income,  vulnerable  or  needy  populations. 


Timing 

• The  purchasing  program  will  be  phased-in.  However,  initial  implementation 
should,  at  a minimum,  focus  on  a subset  of  those  that  are  currently  uninsured. 

• The  administrative  structure  should  seek  to  minimize  the  time  needed  for  start- 
up and  for  state  or  federal  plan  approvals,  if  any  arc  necessary. 


V.  POLICY  ISSUES  INVOLVED  IN  EXTENDING  COVERAGE 


0\^er  the  past  several  months,  the  Committee  has  gained  a better  appreciation  of  the 
factors  that  impact  the  design  of  a health  insurance  program.  The  program  must 
simultaneously  respond  to  access  and  health  care  service  needs  of  the  uninsured,  create 
financial  incentives  for  business  to  participate  and  develop  a viable,  cost-effective 
administrative  structure. 

The  Committee  has  identified  five  factors  that  must  be  considered  when  designing  a 
quality  health  insurance  program: 

• affordability, 

• perceived  need  for  health  insurance, 

• mandatory  versus  voluntary  participation,  with  incentives  to  participate, 

• maintaining  and/or  expanding  private  sector  participation  and 

• maintaining  and/or  expanding  public  sector  participation 

A.  Affordability 

First  and  foremost,  the  program  must  be  affordable  if  it  is  to  be  attractive  to  employers 
and  enrollees.  This  constraint  automatically  establishes  boundaries  on  how  expansive 
the  scope  of  benefits  under  any  program  can  be.  As  the  scope  of  serv  ices  increases,  so 
does  the  cost  of  the  program  If  the  cost  ot  the  program  is  seen  as  prohibitive,  then  tew 
will  enroll  in  it  Cost  is  the  primar\  reason  given  b\  smaller  emplo\  ers  as  to  wh\  thev 
do  not  offer  coverage  and  bv  the  uninsured  who  do  not  purchase  coverage  on  the 
individual  market. 

.An\  persem  or  entity  conducting  business  in  the  CCSF  must  register  and  is  subitvt  to 
paving  either  a payroll  expcn.se  tax  or  a business  tax.  whiche\  er  i^  higher  Business«.*s 
with  taxes  under  S2,3(K)  a vear  are  exempt  from  either  tax  but  must  pa\  the  CCSF  s 
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business  registration  fee  ($25).  These  are  generally  small  businesses  with  perhaps  two 
to  six  employees. 

San  Francisco  tax  data  indicate  that  54,792  firms  paid  payroll  taxes  in  1995  (the  most 
recent  year  for  available  data).  Of  these,  31%  (16,931  firms)  employed  one  to  ten 
employees  and  58%  (31,967  firms)  were  registered  as  self-employed  individuals  with  no 
employees.  In  1996,  7,119  businesses  paid  the  business  tax.  Of  those,  64%  were  small 
and  medium  sized  businesses  with  a tax  liability  of  $2,500  to  $10,000.  This  information 
indicates  that  San  Francisco  has  a large  number  of  small  businesses  and  self-employed 
persons.  These  firms  may  or  may  not  office  health  insurance  based  on  the  cost. 

Employers  usually  require  employees  to  contribute  some  portion  to  the  cost  of  health 
insurance.  The  ability  of  employees  to  accept  the  coverage  offered  will  depend  upon 
their  salary,  their  ability  to  receive  health  insurance  under  their  spouse's  or  domestic 
partner's  coverage  and  their  family  size.  As  previously  noted  in  Section  II  of  this 
report,  low-wage  employees  decline  health  care  coverage  at  higher  rates  than  high- 
wage  employees.  As  a result,  any  purchasing  program  must  take  into  account  the 
financial  circumstances  of  both  the  employers  and  employees. 

Finally,  the  program  must  understand  the  financial  resources  of  the  CCSF.  This  is 
particularly  important  since  through  this  program  the  CCSF  will  be  funding  a portion 
of  the  health  care  costs  of  residents  who  arc  Section  17000  obligations  (i.e.,  indigent)  and 
those  who  are  working  uninsured.^ 


^ California  N^clfarc  and  Institutions  Code  Section  17000  obligates  counties  to  ' relieve  and  support'  persons  who 
do  not  have  the  financial  resources  to  provide  for  their  own.  care  The  Section  17000  population  tvpicalK  includes 
citizens  and  non-citizens  who  are  part-time  emplovces.  college  students,  the  unemploved.  general  assistance 
recipients  and  full-time  workers  with  cmplovcrs  who  do  not  provide  medical  coverage 
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B.  Perceived  Need  for  Health  Insurance 

Second,  the  Committee  realizes  that  there  are  different  perceptions  regarding  the  value 
of  health  care  coverage.  Persons  19  - 34  years  of  age  are  more  likely  to  be  uninsured. 
People  in  this  age  group  may  be  full-time,  part-time  or  flex  workers,  and/or  full  or  part- 
time  students.  Younger  people  may  have  a different  perspective  on  health  insurance. 
They  are  relatively  healthy  and  may  perceive  their  risk  of  illness  (catastrophic  or 
otherwise)  to  be  quite  low.  If  they  are  in  entry-level  or  low-wage  jobs,  they  may 
actively  choose  not  to  pay  for  health  care  insurance  and  use  their  income  for  other 
purposes.  Young  adults  may  also  carry  significant  school  or  other  debt  which  impacts 
their  willingness  and  ability  to  pay  for  health  insurance. 

In  addition,  as  mentioned  earlier,  some  uninsured  may  not  equate  health  insurance  to 
health  care.  As  a result,  they  may  not  see  the  importance  of  health  insurance  to 
receiving  care.  This  is  particularly  true  if  an  uninsured  person  is  able  to  access  care 
when  they  need  it  on  an  urgent  and/or  emergency  basis. 

For  many  years,  our  nation's  health  insurance  has  been  based  on  an  employment  model 
- it  you  are  employed  health  insurance  coverage  is  available  if  your  employer  offers 
co\  erage  for  vourself  and  vour  dependents.  Manv  employers  mav  no  longer  feel  a 
responsibilit\-  for  bearing  all  or  a majority  of  the  cost  of  employee  health  care  coverage. 
Some  emplovers  offer  employees  the  option  of  accepting  additional  cash  comp>ensation 
in  exchange  for  receiving  health  care  benefits  whether  or  not  the  worker  has  access  to 
coverage  elsewhere. 

C.  Mandatory  versus  V^oluntary  Participation 

Third,  the  Committee  has  explored  the  advantages,  disadvantages  and  implementation 
rcsquirements  of  a mandator)  versus  voluntar)-  program  A program  which  rcsquired  all 
emplovers  to  purchase  health  care  tor  their  emplovees  or  all  San  Francisco  residents  to 
have  health  insurance  would  achieve  the  CCSF's  goal  of  having  universal  health  care 


.V) 


However,  due  to  federal  restrictions  a mandatory  program  cannot  be  implemented.  In 
addition,  from  a competitive  economic  standpoint,  a mandatory  program  is  potentially 
problematic  for  some  employers.  No  local  health  care  reform  policy  should  force 
employers  to  close  or  move  their  business. 

The  federal  Employee  Retirement  Income  Security  Act  (ERISA)  governs  the  activities  of 
all  employment-based  health  and  pension  plans.  ERISA  covers  over  2.5  million  private 
sector  health  plans  which  provide  health  insurance  to  almost  125  million  people.  Most 
workers  and  their  dependents  receive  health  care  through  ERISA-covered  health  plans. 
In  an  effort  to  create  uniform  standards  among  health  and  pension  plans,  all  employee 
benefits  plans  covered  under  ERISA  are  subject  to  federal  regulation,  but  not  direct  state 
regulation.  States  and  localities  are  preempted  from  regulating  ERISA  plans.  ERISA 
effectively  prevents  the  CCSF  from  requiring  employers  to  provide  health  insurance. 

In  addition,  there  are  no  laws  which  require  employees  to  accept  health  care  insurance 
that  is  offered  by  their  employer.  Nor  is  there  anything  that  requires  individuals  to 
purchase  health  insurance  for  themselves.  Health  insurance  is  not  like  automobile 
insurance  - socieU-  seems  to  believe  that  if  you  decide  not  to  have  or  cannot  afford 
health  insurance  then  you  are  only  putting  yourself  at  risk,  and  not  others.  Yet, 
taxpavers  ultimately  pay  the  cost  when  the  uninsured  develop  high  cost  medical 
problems  or  when  an  uninsured  person  becomes  prematurelv  disabled.  Once  these 
situations  occur,  the  uninsured  have  greater  difficultv  obtaining  coverage  due  to 
exclusionar\-  medical  underwriting  practices. 

Given  these  realities,  the  Committee  is  proposing  an  aggressive,  but  strictlv  voluntarv 
program  - no  resident  or  employer  would  be  required  to  participate  in  the  expanded 
health  insurance  program  The  voluntarv  nature  of  the  program  means  that  some 
residents  will  remain  uninsured  and  that  universal  health  care  coverage  will  continue  to 
be  a goal  Some  people  may  simply  not  be  interested  m heath  insurance  no  matter  how 
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inexpensive  or  how  many  services  are  provided.  A voluntary  program  will  require 
more  extensive  outreach  and  education.  This  will  be  necessary  to  attract  employers  and 
residents  to  the  program.  The  Committee  strongly  believes  that  insurance  brokers  are 
key  to  effectively  obtaining  business  interest  and  participation.  Brokers  understand  the 
health  insurance  market  from  both  the  consumer  and  purchaser  perspective. 

D.  Maintaining  and/or  Expanding  Private  Sector  Participation 
The  Committee  wants  to  ensure  that  this  new  purchasing  program  does  not  reduce 
pri\-ate  sector  investment  in  health  care  coverage.  There  is  the  concern  that  some 
employers  and  individuals  might  substitute  their  current  insurance  for  partially- 
subsidized,  public  insurance  when  it  becomes  available.  There  is  also  the  concern  that 
some  employers  would  simply  stop  offering  health  care  insurance  or  reduce  their 
contribution  towards  the  cost  of  health  care. 

This  phenomenon  is  known  as  "crowd-out."  It  refers  to  situations  in  which  persons 
with  private  insurance  join  public  insurance  programs,  crowding  out  persons  with  no 
coverage  for  which  the  public  program  was  designed.  Crowd  out  is  perceived  to  be 
more  of  a problem  when  publicly-supported  health  insurance  programs  allow  middle- 
income  households  to  participate.^®  In  designing  this  purchasing  program,  there  is  a 
delicate  balance  betv^’een  eligibilit}’,  size  of  enrollment,  actuarial  risk,  scope  of  serv'ices 
and  cost.  These  factors  cannot  be  so  attractive  to  emplovcrs  that  thev  drop  their 
existing  health  care  coverage  plans  to  enroll  in  a new  partially-subsidized  program. 

E Maintaining  and/or  Expanding  Public  Sector  Participation 

Lastlv,  the  Committee  does  not  want  this  purchasing  program  to  disqualify  or  create  a 
disincentive  for  p>eoplc  to  applv  for  Medi-Cal,  Medicare,  Health  Families  or  any  other 


■ Deborah  Chollet.  Michael  Bimbaum  and  Michael  Sherman.  ■Deterring  Crowd-out  in  Public  Insurance  Programs 
State  Policies  and  Lvperience  ’ Alpha  Center.  October  1‘X)*’ 
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publicly-funded  health  insurance  program  for  which  they  are  eligible.  It  is  critical  that 
the  uninsured  continue  to  apply  for  and  enroll  in  these  programs  whenever  eligible. 
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VI.  PROPOSED  MULTI-PAYOR  HEALTH  CARE  MODEL 


Developing  an  appropriate  health  insurance  program  required  the  Committee  to 
examine  the  following  issues: 

• eligibility:  which  individuals  will  be  eligible  for  participation, 

• scope  of  benefits:  what  health  care  services  will  be  provided, 

• health  plans:  which  networks  of  providers  (doctors,  clinics  and  hospitals)  will 
ser\'e  the  population, 

• financing:  what  level  of  funding  (along  with  the  sources  of  funding)  is  needed  to 
extend  health  care  coverage  to  the  uninsured, 

• governance:  what  governance  structure  is  necessary  to  ensure  that  the  program's 
mission  is  being  effectively  carried  out. 

The  Committee  is  recommending  a model  which  will  meet  the  CCSF's  strategic  goal  of 
reducing  the  number  of  uninsured  residents  while  simultaneously  adhering  to  the 
principles  laid  forth  in  Section  IV.  Several  potential  models  were  explored  bv  the 
Committee;  they  ranged  from  having  the  CCSF  pro\’ide  serv  ices  directh'  to  the 
uninsured  to  contracting  with  another  entity-  (e.g.,  an  existing  purchasing  alliance).  The 
Committee  believes  that  a private-public  purchasing  program  will  most  efficiently  meet 
the  CCSF's  goals. 

A.  Purchasing  Program 

The  proposed  model  for  extending  health  care  coverage  to  the  uninsured  relics  on  a 
purchasing  alliance/ pool.  Under  this  model,  health  care  funds  are  pooled  from  a 
\ anet\-  of  sources  (employers,  public  agencies  and  members)  in  order  to  leverage 
purchasing  power,  contain  premium  costs,  enhance  choice,  improv  e qualit\  and  reduce 
administrative  costs  Under  this  method,  health  care  services  would  be  purchased  from 
health  plans  on  behalf  of  the  enrolled  population. 


The  Committee  has  identified  the  following  advantages  to  creating  a purchasing 
alliance  model  to  expand  health  care  coverage; 

• increases  the  provision  of  comprehensive  preventive  and  primary  care, 

• allows  for  voluntary  participation, 

• prevents  insurers  from  screening  out  certain  individuals, 

• uses  market  competition  --  broad  provider  networks  to  increase  consumer  choice, 

• pools  funding  from  different  sources  and 

• achieves  reasonable  premiums  through  leveraging  and  negotiations. 

On  the  following  page  is  a graphical  representation  of  the  proposed  model. 
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PROPOSED  PURCHASING  PROGRAM 


Government  Agencies 


Private  Business 
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In  developing  its  model,  the  Committee  looked  closely  at  several  purchasing  alliances 
in  California  with  particular  attention  paid  to  the  Health  Insurance  Plan  of  California 
(HIPC).  HIPC  enables  small  firms  (those  with  2 to  50  employees)  to  more  economically 
purchase  health  care  coverage  through  volume  purchasing.  HIPC  is  entirely  voluntary 
and  is  based  on  a managed  competition  model.  The  missions  of  the  Committee  and 
HIPC  are  clearly  similar.  Both  appreciate  the  difficulty  that  employers  have  had 
purchasing  health  care  coverage  and  want  to  assist  them  in  making  health  insurance 
more  affordable.  The  two  striking  differences  between  the  Committee's  work  and 
HIPC  is  that  the  Committee  will  offer  coverage  to  self-emploved,  non-working  adults, 
students,  part-time  workers  and  undocumented  persons,  and  will  propose  a CCSF 
subsidv  for  eligible  low-income  workers.  This  restructuring  of  indigent  care  can  create 
subsidies  which  simultaneously  allow  for  expanded  choice  and  strengthen  the 
program's  purchasing  power  on  behalf  of  all  participating  employers. 

As  of  April  1998,  7,415  employer  groups  participated  in  HIPC  and  obtained  health 
insurance  for  136,658  employees  and  their  dependents.  In  order  to  purchase  health 
insurance  under  HIPC,  a small  firm  must  meet  the  following  criteria: 

• employ  2 to  50  full-time  employees  (i.e.,  30  hours  a week  or  more) 

• contribute  at  least  50%  of  the  premium  cost  for  employees 

• for  employer  contributions  less  than  100%,  at  least  70%  of  employees  must 
participate  and 

• cover  100%  of  Workers'  Compensation  costs  for  eligible  employees. 

An  employee  cannot  participate  on  his/her  own  in  HIPC;  they  must  enroll  through  an 
employer. 

San  Francisco's  HIPC  participation  and  demographic  profile  is  as  tollows 

• roughly  7,000  employees  and  their  dependents  are  enrolled  in  HIPC  (1  % of  San 
Francisco's  population). 

Health  Insurance  Plan  of  California.  September  |W7 
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• average  length  of  stay  for  HIPC  is  two  years, 

• average  number  of  employees  in  small  businesses  participating  in  HIPC  is  10, 

• almost  32%  of  the  San  Francisco  firms  are  in  finance,  insurance  or  real  estate,  17% 
are  in  manufacturing  and  16.5%  are  in  wholesale  and  retail  trade, 

• 28.2%  of  enrollees  are  under  30  years  of  age,  35.5%  are  30  - 39  years  of  age,  24.5% 
are  40  -49  years  of  age  and  11.8%  are  50  years  of  age  and  older, 

• 43%  of  the  enrollees  are  women  and  57%  are  men  and 

• 52%  of  enrollees  are  Caucasian  and  48%  are  people  of  color. 

The  majority  of  firms  that  join  HIPC  are  businesses  that  currently  provide  health  care 
but  join  HIPC  because  the  cost  of  purchasing  care  under  HIPC  is  less  than  the  cost  of 
purchasing  coverage  under  their  current  arrangement.  As  a result,  there  is  the  concern 
that  HIPC  has  not  been  as  successful  insuring  the  uninsured.  In  April  1998,  the 
percentage  of  employers  that  had  previously  not  provided  health  care  coverage  to  their 
employees  before  joining  HIPC  was  approximately  28%.  This  may  be  due  to  seyeral 
factors,  including  marketing,  the  lack  of  public  subsidy  for  the  program,  or  the 
program's  public,  goyemmental  status.  HIPC  is  in  the  process  of  being  priyatized,  as 
required  by  State  statute.  Priyatization  may  make  the  HIPC  more  attractiye  to 
businesses  which  are  generally  leer\'  of  goyemment-administered  programs. 

In  addition  to  HIPC,  there  are  fi\’e  other  purchasing  alliances  in  the  State.  They  are 

• California  Public  Employees  Retirement  System  (CalPERS);  purchases  health 
insurance  on  behalf  of  almost  1,000,000  California  public  employees,  retirees  and 
dep>endents, 

• Pacific  Business  Group  on  Health  negotiating  alliance  that  represents  large 
priv  ate  emplov  ers  (those  with  ov  er  2,000  employees), 

• Benefits  Alliance  purchasing  group  for  mid-sized  employers  (firm.s  with  51 
employers  or  more), 

• California  Choice;  for-profit  marketing  cooperativ  e for  small  employers  and 


• Healthy  Families  Program:  state-run  pool  for  children  in  families  with  incomes 
between  100%  and  200%  of  FPL  (effective  July  1998). 

In  1996,  the  State  enacted  the  Private  Health  Care  Voluntary  Purchasing  Alliance  Act 
(SB  1559)  .32  This  Act  is  intended  to  improve  competition  in  the  pricing  and  delivering 
of  health  care  coverage  for  employers,  specifically,  small  employers.  It  authorizes  the 
formation  of  private  competing  purchasing  alliances  by  individuals,  partnerships, 
corporations  or  trusts  through  which  eligible  employers  can  purchase  health  care 
coverage.  Under  SB  1559,  the  purchasing  alliance  must  be  registered  to  operate  in  all 
regions  of  the  State.  These  purchasing  alliances  are  regulated  under  the  State 
Department  of  Insurance.  Any  purchasing  alliance  established  b\-  the  CCSF  mav  fall 
under  the  regulation  of  the  State  Department  of  Insurance. 

Because  purchasing  alliances  are  voluntary  (i.e.,  employers  and  residents  are  not 
required  to  participate)  marketing  the  product  is  crucial.  The  health  insurance 
premium  and  scope  of  benefits  must  be  attractive  to  entice  employers,  employees  and 
other  residents  to  pav  for  it.  It  must  also  be  attractive  for  insurance  brokers  to  sell. 

Developing  and  maintaining  an  appropriate  administrative  structure  will  be  critical  to 
the  success  of  the  proposed  program.  The  responsibilities  of  the  purchasing  program 
will  include  distributing  enrollment  material,  verifving  enrollment  eligibilitv,  collecting 
and  handling  premiums,  developing  and  monitoring  a qualit\  assurance  program,  and 
other  functions  as  required  under  SB  1559 

B.  Deterring  Crowd-Out 

In  creating  a new  purchasing  program  for  the  uninsured,  the  Committtv  must  reduce 
the  potential  that  some  people  will  substitute  subsidized  public  insurance  tor  pn\  ate 
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insurance.  This  is  the  "crowd-out"  phenomenon.  Crowd-out  is  generally  viewed  as  a 
problem  if  a public  insurance  program  allows  middle-income  persons  to  be  eligible. 
There  are  several  indirect  and  direct  measures  to  reduce  crowd-out.  These  measures 
can  be  incorporated  into  the  original  design  of  the  program.  Indirect  measures  to 
reduce  crowd  out  include; 

• limiting  enrollment  based  on  household  income, 

• limiting  enrollment  based  on  assets, 

• limiting  enrollment  based  on  age, 

• requiring  enrollees  to  pay  premiums  and 

• placing  limits  on  the  scope  of  benefits. 

Direct  measures  to  reduce  crowd-out  include: 

• requiring  persons  to  be  uninsured  at  time  of  enrollment, 

• requiring  persons  to  be  underinsured  at  a certain  level, 

• requiring  persons  to  be  uninsured  for  minimum  period  and 

• requiring  proof  that  person  cannot  access  private  coverage. 

In  addressing  the  crowd-out  issue,  the  Committee  believes  that  the  purchasing  program 
will  need  to  consider  some  combination  of  indirect  and  direct  measures.  The 
Committee  recognizes  that  additional  indirect  or  direct  measures  may  be  needed  at  a 
later  date  if  those  proposed  prove  to  be  insufficient.  Crowd-out  should  be  carefully 
monitored.  The  purchasing  program  will  need  to  carefulh  weigh  restrictions  imposed 
on  enrollment  to  avoid  crowd-out  against  the  need  to  provide  an  emplo\  er-triendlv, 
un-cumbersome,  eligibility'  and  enrollment  svstem. 

C.  Care  Model  of  Ser\  ice  Delivery' 

The  purchasing  program  will  contract  with  managed  care  entities  and  other  integrated 
deli\  er\  svstems  to  provide  a comprehensive  scope*  of  ser\  icc's  The  uninsured  will 
receive  a primary  care  provider  who  is  part  of  a larger  network  of  providers,  clinics  and 
hospitals  This  is  in  keeping  with  the  general  trend  within  the  overall  health  care 
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industry.  Currently,  over  70%  of  all  persons  with  employer-based  coverage  receive 
their  care  through  some  form  of  managed  care  system.  In  addition,  almost  40%  of  the 
State's  Medi-Cal  recipients  are  enrolled  in  managed  care  health  plans. 

Key  components  of  service  delivery  will  be  incorporated  within  the  care  model: 

• continuous  coverage  for  enrolled  members  over  a period  of  time, 

• selection  of  a primary  care  provider, 

• primary  care  provider  serves  as  the  coordinator  of  care  to  ensure  that  enrolled 
members  obtain  appropriate  and  timely  health  care  ser\dces, 

• prevention,  health  education,  early  detection  programs  are  emphasized  and 

• utilization  management  and  review  is  established  to  monitor  provision  of  care 
and  practice  patterns  of  providers. 

D.  Eligible  Population 

The  Committee  recommends  that  the  following  be  eligible  for  the  program; 

• Employers:  Businesses  are  eligible  to  enroll  their  employees  into  the  program. 

The  program  will  make  great  efforts  to  target  small  business  owners  who  have 
difficult)-  affording  health  care  coverage.  Self-employer  persons  are  also  eligible. 

• Working  uninsured:  Working  uninsured  will  be  eligible  for  enrollment  either 
through  their  employer,  or  as  an  individual  if  their  employer  chooses  not  to 
participate.  There  is  no  minimum  number  of  hours  that  the  person  must  work  to 
enroll  in  the  program. 

• Children  above  200%  of  federal  poverty  level:  These  children  do  not  have  access 
to  publicly-supported  health  care.  Most  children  under  200%  of  the  federal 
poverty  level  are  eligible  for  either  Medi-Cal  or  Healthy  Families  and  therefore 
will  not  be  covered  through  this  purchasing  program  If  families  under  2(X1%  FPL 
apply  tor  health  care  for  children  under  this  program,  then  they  will  be  referred  to 
either  the  San  Francisco  Department  of  Human  Services  .Medi-Cal  Program  or 
Healthy  Families  Program  staff.  Children  below  200%  of  FPL  who  are  ineligible 
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for  Medi-Cal  or  Healthy  Families  (e.g.,  because  of  legal  status)  would  be  eligible 
for  the  purchasing  program. 

• College  students:  Low-income  college  students  have  high  rates  of  being  uninsured 
and  will  be  eligible  for  the  program. 

• Non-working  Uninsured  adults:  These  individuals  who  have  traditionally  relied 
on  safety  net  providers  will  be  eligible  for  the  purchasing  program. 

Once  enrolled  in  the  program,  a person  will  have  financial  eligibility  (based  on  income) 
re-determined  quarterly.  Assuming  on-going  eligibilitv,  a one  (1)  vear  lock-in  period 
into  a health  plan  is  recommended.  The  purchasing  program  will  not  do  anv  medical 
underwriting  to  exclude  eligible  persons  with  pre-existing  conditions  from  the  program 
(i.e.,  there  will  be  no  "red-lining"). 

As  the  purchasing  pool  is  developed,  it  may  expand  its  eligible  population  to  include 
others.  For  example,  the  Committee  discussed  the  desirability  of  having  the  purchasing 
program  buy  care  on  behalf  of  CCSF  employees  at  the  outset.  Other  large  employers, 
Medi-Cal  recipients  and  beneficiaries  needing  long-term  care  should  also  be  considered 
for  participation.  The  Committee  recognizes  that  in  order  to  determine  the  feasibility  of 
including  any  of  these  additional  populations,  more  data  and  actuarial  work  will  be 
needed. 

However,  the  Committee  stronglv  believes  that  the  CCSF  should  consider  having 
individuals  covered  bv  the  San  Francisco  Health  Service  Svstem  enrolled  in  this 
proposed  purchasing  program.  The  Health  Service  Svstem  is  a division  of  the 
Department  of  Human  Resources.  It  provides  health  coverage  on  behalf  of;  (1)  CCSF 
employees  and  their  dependents,  (2)  San  Francisco  Unified  School  District  employees 
and  their  dependents,  (3)  San  Francisco  Communit\  College  District  emplovees  and 
their  dependents  and  (4)  retirees  from  these  three  systems  The  current  benefit 
programs  consist  of  health,  dental,  disability,  and  life  insurance,  as  well  as,  medical 
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reimbursement  programs.  As  of  May  1997,  the  CCSF  purchased  care  on  behalf  of 
116,454  individuals. 

As  a large  employer,  the  CCSF  brings  considerable  purchasing  power  to  any  health  care 
market.  In  order  to  leverage  its  purchasing  position  for  its  employees,  the  CCSF  should 
have  the  purchasing  program  take  over  the  contracting  and  purchasing  of  health  care 
benefits  for  CCSF,  school  district  and  community  college  district  employees,  retirees 
and  dependents  from  the  Health  Service  System  ("HSS").  The  CCSF  can  more 
efficiently  obtain  health  care  benefits  for  its  employees  by  leveraging  the  purchasing  for 
all  employers  participating  in  the  purchasing  program.  At  full  participation,  247,000 
people  (116,454  insured  employees  and  130,000  uninsured)  could  obtain  coverage 
through  the  purchasing  program.  While  the  Committee  encourages  the  transfer  of  the 
purchasing  function  for  health  benefits  from  HSS  to  the  purchasing  program,  it  does  not 
presume  anv  reductions  in  the  benefits  offered  to  CCSF  members.  This  would  remain  a 
policy  matter  for  the  Mayor  and  Board  of  Supervisors.  The  Committee  believes  that  the 
transfer  of  this  particular  function  should  be  done  consistent  with  the  goals  of  reducing 
administrative  costs  to  the  CCSF's  general  fund.  With  these  savings  and/or  cost 
avoidance,  funds  could  be  redirected  to  expand  the  proposed  minimum  benefits 
package  to  the  uninsured  (e.g.,  to  include  such  services  as  dental,  vision,  etc.).  The 
funds  could  also  be  used  to  strengthen  supplemental  services,  or  to  make  necessarv 
infrastructure  and  capital  improvements  in  the  CCSF's  safetv  net  svstem  (the 
Communitv  Health  Network). 

E.  Residency’  Requirement 

The  Committee  recommends  that  a six  (6)  month  residency  period  be  instituted  for 
working  uninsured  who  enroll  into  the  program  without  an  employer.  This  residency 
requirement  would  apply  whether  or  not  the  individual  was  eligible  for  a sub>sidv 
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The  Committee  also  recommends  that  individuals  meet  a six  (6)  month  continuous 
residency  requirement  before  becoming  eligible  for  a premium  subsidy.  During  this  six 
(6)  month  period,  the  CCSF'  safety  net  system  would  continue  to  fulfill  its  Section  17000 
obligations  to  care  for  these  individuals.  This  residency  requirement  does  not  refer  to 
immigration  status.  Any  documented  or  undocumented  resident  will  be  eligible  for  the 
program  if  they  have  resided  in  the  CCSF  for  at  least  six  months. 

Beyond  this  residency  requirement  and  waiting  period  to  receive  a CCSF  subsidy,  the 
Committee  has  not  established  other  eligibility'  criteria.  Given  this,  the  Committee 
recommends  that  enrollment  into  this  program  be  monitored  closely  to  ensure  that 
crowd-out  is  minimized.  Some  states,  which  have  implemented  health  insurance 
programs,  found  that  if  their  eligibility  criteria  is  liberal  then  people  who  could  afford 
health  insurance  enrolled  in  lower  cost  subsidized  programs  when  given  the 
opportunity’.^'^  This  potential  problem  must  be  carefully  monitored. 

F.  Scope  of  Benefits 

During  the  planning  process,  the  Committee  wrestled  with  the  trade-off  between  the 
scope  of  h>enefits  in  the  program  and  the  number  of  individuals  to  be  covered  by  the 
program.  Financial  resources  are  not  unlimited.  The  program  can  take  tu’o  different 
approaches.  It  can  be  designed  to  provide  a very  broad  range  of  ser\’ices,  but  in  doing 
sc>  IS  likelv  to  provide  coverage  to  a much  smaller  number  of  people.  Or,  it  can  be 
designed  to  provide  a standard,  but  comprehensive  scop>e  of  ser\  ices,  that  covers  more 
uninsured  people.  The  Committee  chose  the  latter  approach  in  keeping  with  the 
CeSF's  goal  of  providing  affordable  health  care  coverage  for  all  San  Franciscans.  The 
CCSF  will  not  further  its  goal  bv  offering  an  expansive  scope  of  benefits  that  few  can  or 
will  purchase  even  it  is  publicly  subsidized  in  sc'>me  manner 
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The  proposed  scope  of  benefits  on  the  following  page  is  for  employees  of  small 
businesses,  the  self-employed,  individuals  with  no  employer  sponsorship  and  the 
medically  indigent.  It  is  based  on  a benefits  package  offered  under  the  Health 
Insurance  Plan  of  California.  This  is  consistent  with  the  Committee's  principle  that  the 
"cost  and  scope  of  the  basic  benefits  package  will  be  comparable  to  that  provided  in  the 
private  market."  The  range  of  benefits  include  preventive  primary  care,  acute  care, 
mental  health  services  and  substance  abuse  treatment.  The  two  benefits  packages  that 
are  proposed  for  the  purchasing  program  are  as  follows: 
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PROPOSED  SCOPE  OF  BENEFITS  FOR  PURCHASING  PROGRAM 


Benefit  Summarv 

Standard  HMO  Plan 

Preferred  HMO  Plan 

Yearly  Deductible 

$0 

$0 

Y early-Out-of-Pocket 
Maximum  Expense 

$2,000  per  person 
$4,000  per  family 

$2,000  per  person 
$4,000  per  family 

Physician  Seryices 

$15  co-pay  per  visit 

$5  co-pay  per  visit 

Inpatient  Services 

$100  co-pay  per  admission 

no  charge 

Hospital  Outpatient 
Services 

$15  co-pay  per  visit 

$5  co-pay  per  visit 

Prescription  Drugs 

Generic  (30  day  supply)  — 
$10  co-pay 

Brand  (30  day  supply)  -- 
$15  co-pay 

Generic  (90  day  supply)  — 
$20  co-pay 

Brand  (90  day  supply)  -- 
S30  co-pay 

Generic  (30  day  supply)  — 
$5  co-pay 

Brand  (30  day  supply)  — 
$10  co-pav 

Generic  (90  dav  supply)  ~ 
$10  co-pay 

Brand  (90  dav  supply)  — 
$20  co-pay 

Emergency  Services 

$50  co-pay  per  visit; 
waived  if  admitted 

$50  co-pay  per  visit; 
waived  if  admitted 

Pre\’entive  Services 

$15  co-pay  per  visit 

$5  co-pav  per  visit 

Mental  Health  - 
Inpatient 

SI 00  co-pay  per  admission; 
limit  — 10  days  per  year 

no  charge;  limit  — 20  davs 
per  year 

Mental  Health  - 
Outpatient 

S20  co-pay  per  visit;  limit  — 
20  visits  per  year 

$20  co-pav  per  visit;  limit  - 
20  visits  per  year 

Chemical  Dependency  -- 
Inpatient  (detoxification 
only) 

SI 00  co-pay  per  admission 

no  charge 

Chemical  Dependency  — 
Outpatient 

maximum  payment  of  $20 
per  day;  limited  to  $400  per 
year 

maximum  pav  ment  of  $20 
per  dav , limited  to  $400  per 
V ear 

Durable  Medical 
Equipment 

no  charge 

no  charge 

Home  Care 

$15  co-pav  per  visit 

$5  co-pav  per  v isit 

Inlertilitv  Testing 

co-pay  — 50°o  of  contracted 
rate 

co-pav  - 30%  of  contracted 
rate 

Physical  Therapy 

$15  co-pav  per  visit  up  to  1 $5  ewpav  pc*r  \ isit  up  to  oO- 
bO-da\  ptTiod  per  da\  peru'J  per  condition 

condition  1 

Skilled  Nursing  Care 

$UX)  cevpav  per  admission,  no  charge,  limit  oO  da  vs  per 
limit  oO  days  per  year  | \ ear 

\ision  Care 

limited  to  preventn  e care  1 limittsJ  to  pre\  entive  care 
exams  for  minors  | exams  tor  minors 

The  proposed  benefits  package  was  designed  so  that  it  would  be  comprehensive,  but 
would  not  create  an  incentive  for  currently  insured  persons  or  employers  to  drop 
coverage  for  themselves  or  their  employees.  The  Committee's  goal  was  to  minimize  the 
potential  reduction  of  employer-based  coverage  to  this  new  purchasing  program. 
Placing  limits  on  the  benefits  package  has  been  used  to  deter  crowd-out. 

i.  Limited  Services  Within  Benefits  Package 
The  benefits  package,  while  comprehensive  does  have  limited  coverage  on  certain 
benefits,  namely  skilled  nursing  care,  mental  health  and  chemical  dependency  ser\dces. 
The  Committee  understands  that  some  individuals  receiving  care  through  this 
purchasing  program  require  more  services  than  are  provided  in  the  benefits  package. 

In  the  case  of  skilled  nursing  care,  the  benefit  is  limited  to  60  days  because  persons  who 
require  skilled  nursing  care  beyond  this  usually  become  eligible  for  Medi-Cal  which 
then  assumes  the  cost  of  care.  These  individuals  would  be  disenrolled  from  the 
purchasing  program  at  the  time  that  thev  become  eligible  for  a government-sponsored 
program. 

The  Committee  understands  that  some  uninsured  indigent  and  special  needs 
consumers  may  have  health  service  needs  that  exceed  the  standard  benefits  package 
and  may  require  supplemental  ser\ices.  Because  of  this,  the  Committee  believes  that  it 
will  be  important  to  ensure  that  the  purchasing  program  has  memorandums  of 
understanding  with  the  San  Francisco  Mental  Health  Plan  and  the  Substance  Abuse 
Treatment  on  Demand  system  of  care. 

It  a person  exhausts,  cither  their  mental  health  or  substance  abuse  benefits,  the  person 
would  be  able  to  receive  ser\  ices  through  the  Department  of  Public  Health's 
Communit\  Mental  Health  Services  or  Communit\  Substance  Abuse  Serv  ices 
programs  Over  the  past  two  years,  the  CCSF  has  increased  funding  to  expand 
substance  abuse  treatment  to  ensure  that  ser\  ices  are  available  when  a person  is  ready 
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for  treatment.  Members  of  the  purchasing  program  who  need  substance  abuse  services 
beyond  the  20  outpatient  visits  or  inpatient  services  other  than  detoxification  will  be 
able  to  access  services  through  Community  Substance  Abuse  Services.  The  San 
Francisco  Mental  Health  Plan  (which  began  on  April  1, 1998  and  is  administered  by  the 
Department  of  Public  Health)  provides  mental  health  services  to  all  Medi-Cal  and 
indigent  persons.  Any  member  of  the  purchasing  program  needing  ongoing  mental 
health  ser\'ices  will  be  eligible  to  receive  services  from  the  San  Francisco  Mental  Health 
Plan  after  using  up  their  benefits  under  this  program. 

ii.  Non-Covered  Services 

At  this  time,  the  recommended  benefits  package  does  not  provide  dental  services  for 
children  or  adults,  or  vision  care  for  adults.  The  Committee  recognizes  the  both  dental 
and  vision  services  are  needed  by  the  uninsured.  These  benefits  may  be  added  after  the 
purchasing  program  has  been  in  operation  for  awhile.  It  can  then  better  determine  the 
costs  and  benefits  of  expanding  the  benefits  package  to  offer  dental  and  vision.  The 
Committee  recommends  that  further  analysis  be  done  to  determine  the  cost  of  and 
interest  in  providing  both  of  these  services.  Those  needing  dental  care  or  adults 
needing  vision  care  will  be  able  to  access  community  and  public  providers  for  theses 
serv  ices. 

iii.  Carved  Out  Services  for  Certain  Populations 

Some  uninsured  persons  will  have  either  medical  or  behavioral  disabilities  that  require 
specialized  services  and  care  coordination  that  cannot  be  prov  ided  by  a health  plan  in 
this  purchasing  program.  For  these  indiv  iduals,  it  is  more  appropriate  to  have  such 
services  "carved-out."  Services  are  accessed  by  a distinct  set  of  prov  iders  capable  of 
addressing  the  p>erson's  sp>ecialized  health  nt^eds.  In  this  purchasing  program,  the 
carv  ed-out  services  are 

• mental  health  services  tor  the  seriouslv  mentallv  ill  adults  and  seriouslv 

emotionallv  disturbed  children  and 
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physical  health  services  for  children  eligible  for  California  Children's  Services. 


In  both  of  the  above  cases,  the  service  carve-out  is  appropriate  because  there  are 
organized  systems  of  providers  who  have  the  capacity  and  willingness  to  provide  these 
specialized  services.  For  those  children  eligible  for  California  Children's  Services 
("CCS"),  Medi-Cal  will  pay  for  all  CCS-related  health  conditions. 

G.  Health  Plan  Providers 

A guiding  principle  of  the  Committee  is  member  choice.  Members  will  have  the 
opportunitv  to  choose  health  plans  and/or  providers.  A health  plan  will  be  required  to 
have  a medical  group,  clinics  and  hospital  affiliation  to  ensure  that  members  have 
access  to  inpatient  and  outpatient  services.  Members  will  select  their  health  plan  and 
provider;  they  will  not  be  assigned  to  a health  plan  by  the  purchasing  program. 

While  no  recommendations  have  been  made  concerning  the  total  number  of  health 
plans  that  should  be  offered,  it  is  recommended  that  providing  either  two  or  three 
health  plans  will  allow  for  sufficient  consumer  choice.  The  Committee  makes  no 
recommendation  concerning  which  health  plans  should  participate.  This  decision  is 
more  appropriately  made  during  contract  negotiations.  The  Committee  envisions  that  a 
competitive  contracting  process  will  be  needed  to  select  the  participating  health  plans. 

The  Committee  strongly  believes  that  the  health  plans  should  be  required  to  enter  into 
memoranda  of  understanding  for  traditional  public  health  services  (e.g.,  Tb  direct 
obsen,  ed  therapy,  confidential  HIV  testing  and  sexually  transmitted  diseases).  This  will 
ensure  that  the  uninsured  continue  to  have  access  to  these  serv  ices  after  they  arc 
enrolltxJ  in  a health  plan  Public  health  sen  ices  improve  health  status  through  such 
activities  as  health  promotion,  prevention  and  education 
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VII.  ESTIMATED  COST  AND  PROPOSED  FINANCING 


Determining  the  potential  cost  of  and  sources  for  funding  this  program  was  the  most 
difficult  aspect  of  the  Committee's  work.  The  costs  are  dependent  upon  the 
assumptions  made  about  enrollment  and  health  care  utilization.  Financing  this 
purchasing  program  is  a delicate  balance  since  it  requires  support  from  employers, 
members  and  the  CCSF. 

A.  Finance  Principles 

The  Committee  developed  finance  principles  to  guide  its  discussions  of  funding  for  this 
program.  The  finance  principles  are  built  in  the  belief  that; 

• purchasing  power  is  leveraged  by  integrating  existing  private  and  public  funding 
streams, 

• premiums  and  co-payments  must  be  affordable  for  members  and 

• participating  employers  will  pay  affordable  monthly  contributions. 

Funding  of  Non-Piibhc  Providers 

A health  care  insurance  product  cannot  be  developed  without  access  to  indigent  care 
funding."^  This  funding  is  necessary-  to  care  for  the  entire  population. 

• Anv  provider  who  is  receiving  indigent  care  funding  would  pool  funds  into  this 
purchasing  program. 

• The  purchasing  program  would  control  allocations  of  indigent  care  tunding 
except  for  funding  used  for  services  excluded  from  the  purchasing  program 
and/or  populations  not  enrolling  in  the  program. 


* Indigent  care  funding  refers  to  local  and  state  dollars  allocated  to  pros  ide  health  care  sers  ices  to  persons  ssho  are 
indigent  or  uho  are  uninsured  For  the  purposes  of  this  analssis.  this  includes  State  Realignment.  Proposition 
Tobacco  Ta\  Resenues  and  CCSF  General  Fund 
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Pooling  Funds 

In  proposing  to  pool  funds,  it  is  important  to  understand  that  pooling  funds  can 
redirect  funding  away  from  the  current  indigent  care  system.  Specifically,  if  current 
funding  is  pooled  then  it  is  no  longer  directly  allocated  to  providers.  There  may  be  a 
redistribution  of  funding  among  providers.  At  this  time,  the  following  funding  streams 
will  not  be  pooled:  Medi-Cal  (fee-for-service,  disproportionate  share,  FQHC  cost-based 
reimbursement),  mental  health,  Medicare,  public  health  services,  substance  abuse  and 
long-term  care. 

Beneficiary  Premiums  and/or  Co-payments 

Beneficiary  premiums  and  co-payments  create  an  incentive  for  appropriate  utilization 
of  services  --  there  is  a cost  to  not  doing  this. 

• Beneficiary  premiums  will  be  pooled  by  the  purchasing  program  to  offset  the 
cost  of  providing  the  health  care  services. 

• Sliding  scale  premiums  shall  be  established  for  enrollees  based  on  a person's 
income. 

• At  point-of-ser\’ice,  a co-payment  will  be  assessed  on  all  enrollees  but  protocols 
for  waiving  the  co-payment  based  on  income  level  and  type  of  serv  ices  used 
could  be  established.  Co-payments  should  be  affordable  and  should  not  deter 
preventive  care. 

• Co-payments  will  be  retained  bv  provider. 

• A reduced  premium  and/or  co-pay  could  be  established  tor  enrollees  that  select 
safety  net  pro\iders. 

Employer  and  Business  Funding 

Explore  local  financial  incentives  for  San  Francisco  businesses  to  participate. 

• Participating  employers  will  be  required  to  pav  monthh  contributions,  if  thev 
participate.  Participation  in  the  purchasing  program  is  not  mandatory 
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Risk-Sharing  (Actuarial  Risk/Insurance  Risk) 

Risk  sharing  will  be  tied  to  utilization. 

• Utilization:  Risk  will  be  shared  between  HMO  and  providers  based  on  their 
contract  agreements. 

• Utilization:  Given  diverse  eligible  population,  risk  adjustment  is  needed  to  avoid 
adverse  selection.  Risk  adjustment  will  occur  at  the  health  plan  level. 

• The  purchasing  program  will  not  be  a risk-bearing  entity  (i.e.,  no  Knox-Keene 
license  needed). 

Enrollment 

If  the  actual  experience  does  not  match  projections  on  enrollment  (over-enrollment), 
financial  uncertainty  for  the  purchasing  program  will  be  inevitable. 

• Enrollment:  Risk  is  at  the  purchasing  program  level. 

• Enrollment:  Cost  would  be  shared  by  health  plans,  the  business  communit\-  and 
the  CeSF. 

B.  Estimated  Premium  Cost 

With  grant  funding  from  the  California  Healthcare  Foundation,  an  actuarial  consulting 
firm  was  retained  to  assist  the  Committee  in  developing  cost  estimates,  and  in  making 
recommendations  about  program  design  and  cost  controls."'^ 

Two  actuarial  approaches  were  taken  for  this  analvsis.  The  first  was  a top-doirn  analvsis 
that  compared  the  current  market  premium  rates  for  governmental  health  maintenance 
organization  programs  offered  in  the  State.  With  this  analysis,  a market-based 
premium  rate  was  denved  using  the  proposed  health  benefits  packages  The  second 
approach,  which  is  called  a bottom-up  analvsis,  utilizcsJ  traditional  actuarial  methods 
and  relit*d  on  utilization  and  cost  assumptions  to  derive  an  appropriate  per  member  per 


The  cosi  estimates  \sere  performed  b>  Joan  Trauner  and  Colleen  Thilcen  of  PM  Squared.  Inc  of  San  Francisco  A 
more  detailed  summary  of  the  actuarial  anaKsis  can  he  found  in  .Appendiv  C 
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month  rate.  The  rates  were  modeled  under  two  benefits  packages:  the  Health 
Insurance  Plan  of  California  HMO  Standard  and  the  Health  Insurance  Plan  of  California 
HMO  Preferred  benefits  packages  as  described  in  Section  VI. 

As  part  of  its  analysis,  the  actuarial  consultant  developed  cost  scenarios  under  the 
following  conditions: 

• having  a benefit  package  with  and  without  inpatient  hospital  services, 

• instituting  individual  annual  stop-loss  limits, 

• changing  the  distribution  of  the  number  of  uninsured  adults  versus  children, 

• differing  emplover  premium  contribution  and  member  premium  contribution 
levels  and 

• varving  assumptions  about  the  percentage  of  the  uninsured  population  that  is 
employed. 

Tables  5 and  6 on  page  55  provide  the  computed  cost  estimates.  The  cost  estimates 
were  derived  using  the  following: 

• Total  number  of  uninsured  130,000 

• Assumed  number  of  adults  117,000(90%) 

• Assumed  number  of  children  13,000  (10%) 

• Assumed  percentage  of  employed  adults  75% 

Under  these  assumptions,  the  total  program  costs  range  from  $171.1  million  to  S217.2 
million,  depending  upon  the  level  of  employer  and  member  premiums,  and  whether 
stop  loss  provisions  are  put  into  place.  It  is  important  to  note  that  these  costs  estimates 
are  based  on  all  estimated  130,000  uninsured  residents  enrolling  into  the  purchasing 
program  While  this  clearly  preferable,  the  Committee  recognizes  that  this  is  may  not 
occur  given  that  enrollment  into  the  program  is  voluntar\’.  The  Committee  has  not 
made  an  assumption  that  all  130,000  uninsured  residents  will  be  enrolled  into  the 
program.  However,  the  Committee  felt  that  it  was  important  to  provide  the  total  costs 
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of  the  purchasing  program  with  full  enrollment.  If  fewer  uninsured  enroll  into  the 
purchasing  program,  then  total  annual  costs  (as  well  as  uncovered  annual  costs)  will 
decrease. 

The  computed  per  member  per  month  cost  (i.e.,  the  monthly  premium  cost  for  each 
individual  enrolled  in  the  purchasing  program)  ranges  from  $110  to  $139  and  is  well 
within  health  care  industry  standards.  This  per  member  per  month  cost  is  within  the 
price  ranges  for  both  standard  and  preferred  benefits  packages  offered  by  the  Health 
Insurance  Plan  of  California  in  the  San  Francisco  Bay  Area. 

The  current  cost  estimates  assume  an  administrative  cost  of  15%.  By  comparison,  the 
HIPC  runs  its  state-wide  program  with  an  administrative  rate  of  approximately  5%. 
Administrative  costs  include  such  activities  as  enrollment  and  disenrollment, 
contracting  with  health  plans,  outreach  and  education,  collecting  and  tracking 
premiums  and  other  functions.  However,  the  Committee's  proposal  includes 
administratn  e functions  that  are  not  performed  by  HIPC,  such  as  means  testing  for 
member  to  determine  their  eligibilitv  for  a subside.  Nevertheless,  the  Committee 
believes  that  the  level  of  administrative  overhead  factored  into  the  purchasing  program 
should  be  re-examined.  The  Committee  wants  to  ensure  that  the  highest  percentage  of 
an\  dollar  is  allocated  to  patient  care  and  not  to  administrative  expense. 
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TABLE  5 


Health  Insurance  Plan  of  California  --  PREFERRED  ($5  Co-payment) 

w/ $30,000 

zo/o  Annual  Stop  Loss  Stop  Loss  (0.60%  of  Members) 


PMPM 

Cost 

Total  Armual 
Cost 

Annual 
Uncovered 
Cost  of 
Benefit 

PMPM 

Cost 

Total  Annual 
Cost 

Annual 
Uncovered 
Cost  of  Benefit 

Employer  Premium  & 
Member  Premium  20% 

$139.24 

$217,214,816 

$152,050,371 

$127.24 

$198,499,685 

n/a 

Employer  Premium  & 
Member  Premium  25% 

$139.24 

$217,214,816 

$135,759,260 

$127.24 

$198,499,685 

n/a 

Employer  Premium  30% 
Member  Premium  20% 

$139.24 

$217,214,816 

$135,759,260 

$127.24 

$198,499,685 

$124,062303 

Employer  Premium  30% 
Member  Premium  25% 

$139.24 

$217,214,816 

$127,613,704 

$127.24 

$198,499,685 

$116,618,565 

Employer  Premium  40% 
Member  Premium  20% 

$139.24 

$217,214,816 

$119,468,149 

$127.24 

$198,499,685 

$109,174,827 

Employer  Premium  40% 
Member  Premium  25% 

$139.24 

$217,214,816 

$111,322,593 

$127.24 

$198,499,685 

$101,731,089 

Employer  Premium  50% 
Member  Premium  20% 

$139.24 

$217,214,816 

$103,177,038 

$127.24 

$198,499,685 

$94,287350 

Employer  Premium  50% 
Member  Premium  25% 

$139.24 

$217,214,816 

$95,031,482 

$127.24 

$198,499,685 

$86343,612 

TABLE  6 


Health  Insurance  Plan  of  California  - STANDARD  ($15  Co-payment) 

uV  $30,000 

U'/o  Annual  Stop  Loss Stop  Loss  (0.60%  cfMenihers) 


PM  Cost 
to  Plan 

Total  Aruiual 
Cost 

Annual 
Uncovered 
Cost  of 
Benefit 

PM 

Cost  to 
Plan 

Total  Armual 
Cost 

Annual 
Uncovered 
Cost  of  Benefit 

Employer  Premium  & 
Member  Premium  20% 

$120  03 

$187,254,152 

$131,077,906 

$109  69 

$171,120,418 

$119,784,293 

Employer  Premium  & 
Membt>r  Premium  25% 

$120  03 

$187,254,152 

$117,033,845 

$lt>Ob‘» 

$171,120,418 

$10b.O50.2bl 

Employer  Premium  30% 
Member  Premium  20% 

$120  03 

$187,254,152 

$117,033345 

$109  69 

$171,120,418 

$106,950361 

Employer  Premium  30% 
Member  Premium  25% 

$120.03 

$187354,152 

$110,011314 

$109.69 

$171,120,418 

$100333346 

Employer  Premium  40% 
Member  Premium  20% 

$120  03 

$187,234,152 

$102,989,793 

$109  69 

$171,120,418 

$94.11b,230 

Employer  Premium  40% 
Member  Premium  25% 

$120  03 

$187,234,152 

$95.%7,753 

$10^69 

$171,120,418 

$8~.b‘*^.214 

Employer  Premium  50% 
Member  Premium  20% 

$120  03 

$187354.152 

$88,945,722 

$109  69 

$171,120,418 

$81382,199 

Employer  Premium  50% 
Member  Premium  25% 

$120.03 

$187,254,152 

$81,923,691 

$109  69 

$171,120,418 

$74385,183 
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The  annual  uncovered  cost  (i.e.,  needed  CCSF  subsidy)  is  highly  variable  and  sensitive 
to  assumptions  pertaining  to  the  actual  number  of  uninsured,  the  distribution  of 
working  uninsured  to  non-working  uninsured,  the  member  subsidy  and  other  key 
issues.  The  annual  uncovered  cost  decreases  as  the  employer  and  member  contribution 
rises.  The  imposition  of  an  annual  cap  on  health  care  losses  per  member  (i.e.,  stop  loss) 
also  decreases  the  annual  uncovered  cost.  If  the  stop-loss  is  used,  the  provision  of  care 
for  those  exceeding  the  stop-loss  limit  in  any  particular  year  would  revert  to  the  CCSF's 
Department  of  Public  Health  safet}’  net  system. 

The  fundamental  tradeoff  betw^een  the  HIPC  preferred  and  HIPC  standard  benefit 
packages  is  one  of  establishing  reasonabh-  affordable  co-payments  for  members  versus 
lowering  the  uncovered  cost  of  the  program.  Under  HIPC  preferred  the  co-payment 
level  is  S5  per  visit  and  S15  per  visit  under  HIPC  Standard.  Recognizing  that  a number 
of  the  uninsured  are  low-income  with  little  discretionary'  income,  the  Conunittee  is 
committed  to  keeping  co-payments  as  affordable  as  possible.  In  marketing  the 
program,  potential  members  will  be  particularh'  interested  in  knowing  what  their  out- 
of-pocket  expenses  will  be.  However,  implementing  the  program  with  a smaller  co- 
payment level  increases  the  overall  cost  of  the  program.  This  is  because  instead  of 
pro\  iders  being  able  to  cover  a higher  portion  of  their  costs  through  co-payments,  the 
dollars  must  be  allocated  to  them  in  the  capitation  rate. 

As  the  table  indicates,  with  no  annual  stop  loss  provision,  an  employer  contribution  of 
50%  and  employee  contribution  of  25%,  the  county  subsidy  is  S95  million  under  HIPC 
Preferred,  but  $82  million  under  HIPC  Standard.  Under  HIPC  Preferred  the  per 
member  per  month  premium  cost  is  $139.24  while  under  HIPC  Standard  it  is  $120.03 
($1^^  less)  The  Committee  recommends  that  the  purchasing  program  offer  the  HIPC 
Preferred  benefits  package  with  a $5  co-pavment  It  is  also  recommended  that  the 
emplox  er  contribution  be  no  less  than  50%  (for  tull-time  employees)  and  that  the 
member  premium  h>e  set  at  25%  (this  may  vary  based  on  household  income).  Under 


these  conditions,  the  total  annual  CCSF  subsidy  needed  to  provide  health  care  coverage 
to  all  130,000  uninsured  residents  is  approximately  $95  million.  The  CCSF  subsidy 
would  be  less  if  fewer  individuals  needing  subsidies  enrolled  in  the  purchasing 
program. 

C.  Proposed  Financing 

A fundamental  premise  of  the  suggested  purchasing  program  is  that  it  not  be  financed 
bv  one  single  payor  source.  This  initiative  will  require  funding  from  three  sources; 

• employer  contributions  to  premiums, 

• member  premiums  and  co-payments,  and 

• a government  subsidy,  when  needed,  for  enrollees  based  on  their  income. 

A critical  component  in  funding  this  program  will  be  developing  mechanisms  that 
allow  for  flexibility  in  pooling  dollars  — employer  contributions,  member  contributions 
and  public  funds. 

Since  there  is  a direct  correlation  between  a person's  income  and  whether  the\  have 
health  insurance,  a subsidy  will  be  needed  to  make  health  insurance  more  affordable  for 
low-income  individuals.  In  order  to  deter  crowd-out,  however,  the  subside  cannot  be 
too  generous  (i.e.,  result  in  employers  paying  substantially  less  through  this  purchasing 
program  than  they  would  through  an  existing  private  health  insurance  carrier)  If  the 
program  results  in  employers  paving  a very  low  portion  ot  the  health  care  premium, 
then  a more  than  projected  number  of  employers  may  sign  up  tor  the  program  It  the 
number  of  enrollees  who  qualify  for  a subsidy  is  seriouslv  underestimated,  then  the 
CCSF  costs  could  exceed  those  budgeted  for  the  program.  In  such  a case,  enrollment 
into  the  program  would  have  to  be  stagger 

i.  Employer  and  Member  Contributions 
Because  the  program  is  voluntary , its  success  will  be  dependent  upon  attracting 
employers  and  residents  who  believe  that  health  care  coverage  is  worthwhile,  but 


currently  unaffordable.  The  purchasing  program  induces  employers  and  employees  to 
participate  by  lowering  their  costs  of  health  care  coverage.  The  mechanisms  are; 

• employers:  allows  them  to  participate  in  a purchasing  pool  so  that  their 
employer  contributions  can  be  leveraged  to  obtain  lower  health  care  premiums 
and 

• individuals:  provides  a subsidy  to  those  under  300%  of  the  federal  poverty  level 
to  make  health  care  more  affordable. 

Because  not  all  residents  have  the  same  value  or  need  for  health  care,  or  live  under  the 
same  financial  conditions,  structuring  an  appropriate  subsidy  level  is  difficult.  This  is 
further  complicated  by  the  fact  that  there  has  been  little  research  done  on  what  is  a 
reasonable  level  of  contribution  to  expect  from  a household  for  health  insurance.  The 
member  premium  level  can  be  dependent  upon  family  income,  household  size  and  cost 
of  living. 

The  uninsured  mav  become  enrolled  in  the  program  in  two  wavs:  through  their 
emplovcr  or  bv  individually  signing  up.  Tables  7 and  8 show  the  recommended 
Contribution  Schedules  (CS)  for  the  purchasing  program.  In  Table  8,  the  monthly 
premiums  represent  the  cost  for  each  individual  enrolled  in  the  program. 
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Table 

Contribution  Schedule  Based  on  Percentage  of  Premium  Paid 


CSl 

CS2 

CS3 

CS4 

CSS 

CS6 

Payor 

SF  Resident 
Income  > 
300%  Not 
Enrolling 
Through 
Employer 

SF  Resident 
Income  < 300% 
Not  Enrolling 
Through 
Employer 

SF  Resident 
Income  < 300% 
Enrolls 
Through 
Employer 

SF  Resident 
Income  > 
300%  Enrolls 
Through 
Employer 

SF  Resident 
Indigent 
Under  W&I 
Section  17000 

Non-SF 

Resident 

Enrolls 

Through 

Employer 

Employer 

Premium 

0% 

0% 

0-15hrs  = 0% 
15-30hrs=25% 
30+hrs=50% 

50% 

0% 

50% 

Member 

Premium 

100% 

0-99%=0% 
100-199%=25% 
200-299%  =50% 

0-15hrs=0% 
15-30hrs=25% 
30+hrs=  25% 

50% 

0% 

50% 

CeSF 

Subsidy 

0% 

0-99%  =100% 
100-199%=75% 
200-299%=50% 

0-15hrs=100% 

15-30hrs=50% 

30+hrs=25% 

0% 

100% 

0% 

Table  8 

Contribution  Schedule  Based  on  Monthly  Premium  Cost 
(HIPC  Preferred  - $5  Co-Pavment) 


CSl 

CS2 

CS3 

CS4 

CSS 

CS6 

Payor 

SF  Resident 
Income  > 
300"/o  Not 
Enrolling 
Through 
Employer 

SF  Resident 
Income  < 3007o 
Not  Enrolling 
Through  Employer 

SF  Resident 
Income  < 3007o 
Enrolls  Through 
Employer 

SF  Resident 
Income  > 
300%..  Enrolls 
Through 
Employer 

SF 

Resident 

Indigent 

Under 

W&I 

Section 

17000 

Non-SF 

Resident 

Enrolls 

Through 

Employer 

Employer 

Premium 

SO 

SO 

0-15hrs=SO 

15-30hrs=S34.81 

30+hrs=S69.62 

S69.62 

SO 

S69.62 

Member 

Premium 

SI  39.24 

0-99%  =S0 
100-199%=S34  81 
200-209%  =S69  62 

0-15hrs=S0 
15-30hrs=S34  81 
30>hrs=S34  81 

S69  62 

so 

S69  62 

CeSF 

Subsidy 

SO 

0-99%  =S1 39.24 
100-199%=S104  43 
200-299%  =$69  62 

0-1 5hrs=Sl  39.24 
15-30hrs=S69  62 
30-*-hrs=S34  81 

SO 

SI  39.24 

SO 

The  general  features  of  the  schedules  arc  the  following; 

• Persons  under  300%  of  poverty  receive  a subsidy;  Recognizing  that  low-income 
persons  have  limited  disposable  income,  contributions  tor  members  will  be  tied 


**  For  the  purposes  of  the  example,  in  CS3.  assume  that  a person  working  zero  (0)  to  15  hours  per  week  is  under 
100*0  FPL  and  that  a person  working  15-30  hours  a week  is  between  100®o  FPL  and  200* o FPL 
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to  their  household  income.  As  a person's  income  rises,  they  pay  a higher  share 
of  the  monthly  premium.  The  income  level  takes  family  size  into  account. 
Persons/ families  with  household  income  under  of  the  300%  federal  poverty  level 
(FPL)  would  receive  a CCSF  subsidy.  Indigent  persons  with  no  financial 
resources  would  not  be  required  to  pay  either  monthly  premiums  or  co- 
payments for  visits.  No  CCSF  subsidy  is  available  for  persons/ families  with 
household  income  over  300%  of  the  FPL.  This  is  to  address  potential  crowd-out 
effects  among  middle-income  persons.  Someone  with  household  income  over 
300%  of  the  federal  povert}'  level  could  enroll  in  the  purchasing  program,  but  the 
total  premium  would  be  paid  by  the  employer  and/or  emplovee. 

Employer  contribution  will  be  50%  for  full-time  employees  (i.e.,  those  working 
more  than  30  hours  per  week):  This  is  similar  to  the  contribution  requirement  for 
the  Health  Insurance  Plan  of  California  (HIPC)  which  requires  a minimum  50% 
premium  contribution  from  the  employers.  The  Committee  felt  that  it  was 
important  to  structure  a contribution  system  that  did  not  directly  compete  with 
the  HIPC,  but  would  still  be  more  affordable. 

No  subsidy  for  persons  who  work  in  San  Francisco  but  live  in  another  count\-: 
Individuals  who  work  in  San  Francisco,  but  live  in  a neighboring  count\-  would 
be  eligible  to  enroll  in  the  program.  The  six-month  residency  requirement  would 
not  apply  to  these  workers.  However,  they  would  not  be  eligible  for  a subsidy. 
This  IS  to  ensure  that  the  CCSF’s  subside  supports  San  Francisco  residents  This 
provision  could  potentially  have  the  effect  of  enticing  businesses  to  hire  San 
Francisco  residents  since  the  cost  of  providing  health  care  to  their  San  Francisco 
employees  (within  a certain  income  level)  would  be  less  cxper\sive  than 
providing  coverage  to  employees  who  live  from  outside  San  Francisco  Persons 
who  live  in  another  countv  and  then  move  to  San  Franci.sco  could  be  eligible  for 
a subsid\  after  residing  in  the  CCSF  tor  six  months  if  the\  meet  the  means  testing 
standard  The  Committee  does  not  believe  that  subsidies  alone  will  entice  low- 
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wage  workers  to  move  into  San  Francisco  given  the  other  cost  of  living 
considerations. 

• County  subsidy  is  targeted  to  the  most  needy:  The  County  subsidy  is  structured 
to  provide  increased  financial  support  those  with  no  or  limited  resources. 

Table  7 should  be  read  in  the  following  manner.  Assume  that  an  uninsured,  19  year  old 
student  at  City  College  is  interested  in  obtaining  health  care  coverage.  She  works  12 
hours  a week  for  a small  employer  who  is  going  to  participate  in  the  purchasing  pool. 
However,  because  the  student  works  under  15  hours  per  week,  her  employer  pays  no 
part  of  the  premium  (see  CS3  above).  The  student  is  able  to  join  the  program  as  an 
individual  under  Contribution  Schedule  Number  2 where  her  income  will  determine 
how  much  her  monthly  premium  will  be.  She  makes  S6.00  an  hour  (California's 
minimum  wage  became  S5. 75  on  March  1, 1998).  This  puts  her  yearly  income  at  S3,600 
(S6/hr  X 12  week  X 50  weeks).  This  is  well  below  the  100%  federal  povertv  level  of 
$8,050.  As  a result,  CS2  shows  that  her  entire  premium  would  be  paid  for  through  a 
CCSF  subsidy. 

Another  example  would  be  a small  employer  with  five  employees,  all  of  whom  work  40 
hours  a week.  All  employees  have  incomes  under  300%  FPL.  One  employee  resides  in 
Alameda  County.  The  contribution  schedule  (see  CS3)  indicates  that  the  employer 
would  pay  50%  of  the  premium  cost.  For  the  four  employees  who  li\  es  in  San 
Francisco,  each  would  pay  25%  of  the  premium  cost  and  the  CCSF  subsidy  would  pay 
the  remaining  25%  (see  CS3).  The  employee  who  resides  in  Alameda  County  would  not 
be  eligible  for  a CCSF  subsidy  and  would,  therefore,  be  required  to  pay  50%  of  the 
premium  costs  (see  CS6). 

ii.  CCSF  Subsidy/Indigent  Care  Funding 

In  order  to  increase  the  number  of  residents  who  ha\  e health  care  coeerage  subsidizing 
the  cost  will  be  necessary. 


61 


The  Committee  explored  the  possibility  of  imposing  a new  tax  to  fund  this  purchasing 
program.  While  the  CCSF  could  increase  the  business  tax  and  dedicate  the  proceeds  to 
health  care  coverage,  it  would  need  voter  approval.  Since  passage  of  Proposition  13 
and  most  recently  with  passage  of  Proposition  218,  counties  are  severely  limited  in  their 
ability  to  increase  taxes.  Under  Proposition  218,  increases  to  existing  taxes  must  be 
approved  by  the  voters.  Under  California  law,  general  taxes  must  pass  with  50%  of  the 
votes  and  special  purpose  taxes  must  pass  with  67%  of  the  votes.  A business  tax 
specifving  that  the  revenues  go  to  support  health  care  insurance  would  require  a 67% 
passage  rate  which  is  often  difficult  to  secure.  If  the  business  tax  were  increased  for 
general  purposes  with  the  intent  of  having  the  revenues  go  to  health  insurance,  then 
only  50%  of  the  voters  must  approve  it.  However,  because  it  is  a general  tax  there 
would  be  no  guarantee  that  the  revenues  would  be  used  on  health  care  coverage.  More 
importantlv,  it  is  unclear  whether  more  local  tax  dollars  are  actually  needed  to 
implement  the  program  as  designed.  If  all  employers  would  voluntarily  participate  in 
this,  or  a comparable  program  (i.e.,  HIPC),  new  general  taxes  would  likely  not  be 
needed. 

The  Committee  also  explored  the  use  of  tax  credits  to  financially  incentivize  employers 
to  participate.  However,  implementing  a business  tax  credit  (i.e.,  provide  businesses 
with  a reduction  in  tax  liability  if  they  join  the  health  insurance  purchasing  program)  in 
manv  wavs  is  tantamount  to  changing  tax  rates.  Business  tax  credits  are  essentiallv 
reductions  in  a firm's  tax  liabilitv.  A tax  credit  would  only  be  attractive  to  firms  that 
were  paving  either  the  CCSF's  pavroll  tax  or  the  business  tax.  Small  businesses  with  tax 
liability  under  $2,500  are  only  required  to  pay  a business  registration  fee  of  $25  and 
therefore  would  not  be  affected  bv  this  financial  incentive.  A business  tax  credit  would 
als(.>  reduce  the  CCSF  revenues.  As  a result,  further  analvsis  would  be  needed  to 
determine  the  polic\  and  fiscal  impact  of  creating  such  a tax  credit 


The  CCSF  currently  receives  federal  and  State  funding,  and  allocates  General  Fund 
dollars  for  indigent  care.^^  These  funds  are  currently  allocated  to  the  San  Francisco 
Department  of  Public  Flealth  to  provide  primary  care,  emergency  care  and 
hospitalization  for  those  who  have  no  ability  to  pay  for  health  services. 

In  total,  $90.7  million  has  been  identified  as  funding  currently  used  to  provide  physical 
health  care  to  uninsured  indigents  in  San  Francisco.  These  funds  are  used  to  enable  the 
CCSF  to  meet  its  California  Welfare  and  Institutions  Code  Section  17000  obligation  to 
ensure  health  care  services  to  the  indigent.  The  Committee  has  not  included  Medi-Cal 
funding  as  a potential  funding  source  because,  at  this  time,  the  purchasing  program  will 
not  be  enrolling  Medi-Cal  beneficiaries.  The  Committee  has  deferred  recommending 
enrollment  of  this  population  pending  the  outcome  of  on-going  Medicaid  planning 
efforts  (i.e.,  the  Medicaid  1115  waiver  demonstration  project  and  the  County -Organized 
Health  System).  If  a decision  is  made  at  a later  date  to  enroll  Medi-Cal  beneficiaries  into 
this  purchasing  program,  then  Medi-Cal  funding  could  be  pooled  into  the  program. 

Table  9 on  the  following  page  shows  the  current  indigent  care  funding: 


For  the  purposes  of  the  Committee's  work.,  indigent  care  funding  includes  State  Realignment.  F*roposition  99 
funds  and  CCSF  general  fund  dollars 
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TABLE  9 


Source 

Amount 

Funding  Description  and  Current  Use 

CCSF  General 
Fund 

$32.4  million 

This  represents  2o%  of  the  Department  of 
Public  Health's  1997-98  allocation.  These 
funds  are  currently  allocated  to  the  primary 
care  clinics  and  San  Francisco  General 
Hospital. 

State 

Realignment 

$49.2  million 

Transferred  State  sales  tax  and  vehicle 
license  fee  funds  to  care  for  the  uninsured. 
These  funds  are  currently  allocated  to  the 
primary  care  clinics  and  San  Francisco 
General  Hospital. 

Proposition  99 

S9.1  million 

California  voter  initiative  that  established  a 
25  cents  increase  in  the  tobacco  tax  to  fund 
care  for  the  uninsured.  These  funds  are 
currently  allocated  to  San  Francisco 
General  Hospital,  and  other  pro\dders  and 
hospitals  within  the  Citv 

Total:  Indigent 
Care  Funds 

S90.7  million 

The  Committee  has  provided  this  synopsis  of  the  indigent  care  funding  with  the 
understanding  that  all  of  these  funds  may  not  be  available  for  the  purchasing  program 
The  Committee  assumes  a certain  level  of  indigent  care  funding  will  still  be  needed  for 
CCSF's  safete  net  system  to  care  for  individuals:  (1)  who  are  not  enrolled  in  the 
purchasing  program,  (2)  who  are  enrolled  in  the  purchasing  program,  but  need  to 
access  supplemental  ser\  ices  from  the  safet\-  net  or  (3)  who  must  access  car\  ed-out 
services 


VIII.  PROPOSED  GOVERNANCE  STRUCTURE 


In  order  to  fully  implement  any  proposed  purchasing  program  to  expand  health  care 
coverage  to  the  uninsured,  a governing  body  is  needed.  The  governing  body  is 
necessary  to  ensure  overall  oversight  of  the  purchasing  program. 

The  purchasing  program  will  be  created  by  State  land/ or  San  Francisco  Board  of 
Supervisors  legislation.  It  will  be  a separate  legal  entity  from  the  CCSF.  The 
purchasing  program  would  be  a separate  non-profit  public  benefits  corporation,  unless 
further  research  indicates  that  another  governance  structure  would  be  more 
advantageous. 

A.  Governing  Body  Responsibility  And  Role 

The  mission  of  the  governing  body  is  to  ensure  the  availability  of  quality,  cost-effective 
health  care  to  the  CCSF's  uninsured  residents.  It  will  ensure  that  the  purchasing 
program's  mission  is  fulfilled  and  will  set  policies  consistent  with  the  program's 
mission.  In  order  to  fulfill  its  responsibility,  the  governing  body  will; 

• Define,  and  as  necessar\-,  revise  the  purchasing  program's  mission  to  ensure  that 
it  is  relevant  to  the  changing  environment. 

• Establish  the  long-term  direction  of  the  purchasing  program  through  strategic 
planning  and  administrative  oversight. 

• Determine  the  scope  of  programs  and  serv  ices  to  be  provided  to  members. 

• Maintain  the  financial  viabilitv  and  stabilitv  of  the  purchasing  program. 

• Establish  programmatic  and  op>erational  policies  of  the  purchasing  program. 

• Promote  and  maintain  positive  external  relationships  with  the  communin’,  local 
business,  government,  funding  sources,  providers  and  other  health-related 
organizations 

• Establish  procedures  for  an  effective  governing  body,  including  member 
recruitment,  training  and  self-evaluation. 
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B.  Governing  Body  Membership 

A nine  member  governing  body  is  proposed.  All  members  of  the  governing  body  shall 
be  voting  members  except  the  San  Francisco  Director  of  Health  and  the  San  Francisco 
Controller. 

Each  governing  body  member  must  have  a commitment  to  the  health  and  well-being  of 
San  Franciscans  and  to  expanding  health  care  coverage  to  the  uninsured,  regardless  of 
their  economic  condition  or  legal  residency  status.  Members  of  the  governing  body 
should  also  possess  a desire  to  improve  access  to  quality,  cost-effective  care.  In 
addition,  members  must  have  knowledge  of  the  health  care  issues  unique  to  San 
Francisco's  uninsured  residents  and  communities.  A majority  of  the  governing  body 
members  must  be  residents  of  San  Francisco.  Enrolled  members  (i.e.,  consumers)  shall 
be  represented  on  the  governing  body. 

Understanding  the  difficult  task  involved  in  creating  any  purchasing  program  for 
health  care  coverage,  it  is  critical  that  the  governing  board  be  comprised  of  individuals 
who  possess  a core  set  of  skills  and  knowledge  base.  It  is  recognized  that  the  governing 
body  will  change  over  time  as  the  purchasing  program  matures.  Some  of  the  skills 
identified  for  the  governing  body  in  the  initial  stages  of  the  purchasing  program  may  be 
different  from  those  that  might  be  identified  in  the  future.  In  addition  to  certain  skills 
and  knowledge  base  that  should  be  possessed  by  governing  body  members,  there  may 
also  be  certain  constituencies  represented  on  the  governing  body  given  the  purchasing 
program's  mission. 

The  governing  bodv  should  possess  as  a whole  the  following  skills  and  knowledge 
base  No  single  governing  body  member  is  exp>ected  to  have  experience  in  all  of  the 
areas  articulated  below.  It  is  the  expectation  that  individual  members  will  have 
knowledge  in  at  least  one  of  the  specific  areas  and  that  thev  will  bring  that  knowledge 
to  assist  the  governing  bodv  in  fulfilling  its  mission  to  oversee  the  purchasing  program. 
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The  governing  body  composition  supports  the  complex  governance  issues  related  to 
administering  a purchasing  program.  The  governing  body  will  be  comprised  of 
individuals  with  knowledge  in: 

• Purchasing  Pools  and/ or  Health  Insurance  Agencies:  Experience  in  this  area  will 
be  critical  given  the  proposed  design  of  this  program.  A proposed  member 
would  be  evaluated  based  on  their  familiarity  with  and  experience  in  either 
designing  or  managing  health  insurance  programs.  Relevant  skills  would 
include  governance,  planning,  policy  development,  public  relations, 
organizational  development  and  management. 

• Financial  Management:  The  governing  body  will  oversee  a significant  budget 
with  multiple  funding  streams.  The  purchasing  program  structure  will  require 
the  governing  body  to  be  financially  responsible  for  the  provision  of  care.  It  will 
be  required  to  cover  initial  start-up  and  operational  costs.  In  addition,  provider 
reimbursement  will  be  capitated  on  a per  member,  per  month  basis.  Experience 
with  budget  management,  managed  care  capitated  financing,  financial  decision- 
making and  public  sector  funding  sources  will  be  necessaiy  to  maximize  funding 
and  ensure  efficient  use  of  resources. 

• Clinical  Quality:  A cornerstone  of  the  purchasing  program,  will  be  providing 
qualit)’  care  to  uninsured  residents.  Through  contractual  arrangements  with 
health  plans,  the  purchasing  program  will  have  an  opportunity  to  improve  the 
qualit)-  of  care  received  by  indigent  persons.  The  governing  body  should  have 
expertise  in  clinical  qualit)-  issues  and  accountabilit)-  to  establish  measures  for 
evaluating  whether  this  program  has  assisted  in  improving  health  outcomes  for 
this  population. 
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• Marketing  and  Public  Relations:  This  program  will  be  based  on  voluntary 
enrollment.  Time  and  resources  must  be  spent  on  education  and  outreach  to 
prospective  employers,  employees,  self-employed  individuals  and  the  indigent. 
Such  activities  will  be  necessary  to  determine  the  potential  enrollment  (and 
thereby  costs)  for  the  program  on  an  annual  basis.  Experience  in  public  relations, 
education  and  outreach  in  attracting  members  to  health  insurance  programs  will 
be  critical. 

• Managed  Care:  As  designed,  the  purchasing  program  will  contract  with  health 
plans  (public,  non-profit  and  private)  to  deliver  care  to  its  members.  The 
purchasing  program  will  use  managed  care  principles  of  gatekeeping,  case 
management,  quality’  assurance  and  financial  risk-sharing  and  utilization  review 
to  deliver  care  to  its  enrolled  members.  Experience  in  implementing  managed 
care  systems  in  either  IPAs,  clinics  and/or  hospital  settings  will  be  desirable. 

• Safety  Net:  The  purchasing  program  could  potentially  redefine  how  the  health 
care  safet\-  net  is  defined  and  who  the  safeU'  net  providers  are.  It  is  also 
recognized  that  even  after  this  purchasing  program  is  fullv  implemented  there 
will  be  uninsured  individuals  who  do  not  participate  in  the  program.  These 
individuals  will  need  to  receive  care  through  a safet\’  net  system.  The  governing 
bodv  should  have  expertise  in  safety  net  systems  and  understand  their 
importance  in  meeting  the  health  care  needs  of  special  need  populations. 

In  addition  to  the  governing  body  knowledge  base  listed  above,  the  governing  body 
will  also  have  representation  from  sp>ecified  constituency  groups  This  representation  is 
nect*ssar\  to  ensure  that  the  purchasing  program  recognizes  the  needs  and  interests  of 
ke\  stake  holders  and  works  eftectivelv  with  these  diverse  constituencies  The 
following  will  have  designated  seats  on  the  governing  KkIv; 
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Enrolled  Members:  Representation  from  enrolled  members  ensures  that 
coverage  is  provided  in  a manner  that  is  responsive  to  their  needs.  It  provides 
an  opportunity  for  dialogue  between  the  governing  body  and  beneficiaries  to 
determine  innovative  solutions  to  address  concerns.  In  addition,  member 
representation  can  help  develop  a broad  base  of  community  support  for 
expanded  health  care  coverage  and  can  provide  a specific  access  point  for 
beneficiary  input.  In  the  initial  stages  of  the  program's  development,  before  it  is 
fully  operational  with  enrolled  members,  uninsured  consumers  may  sit  on  the 
board  until  an  enrolled  member  is  recruited. 

Small  Business:  Small  businesses  will  play  a significant  role  in  extending  health 
care  coverage  to  the  uninsured.  Representation  from  small  businesses  will 
ensure  that  policies  and  programs  are  responsive  to  their  needs  and  have  their 
support.  In  addition,  representation  of  small  businesses  can  assist  in  acquiring 
support  from  the  small  business  communit}'  for  expanded  health  care  coverage 
and  can  provide  a specific  access  point  for  input  from  small  businesses. 

Providers:  Implementation  of  expanded  health  care  coverage  will  depend  on  the 
participation  of  the  local  provider  community.  The  experience  of  providers 
caring  for  uninsured  residents  will  be  critical  for  governance,  planning  and  the 
deliverv  of  care. 

City  and  Countv  of  San  Francisco:  This  purchasing  program  will  allow  the  CCSF 
an  alternative  means  of  meeting  its  Section  17000  responsibilities  and  the  CCSF 
will  potentially  contribute  a significant  portion  of  funds  to  this  program 
Representation  from  the  CCSF  will  be  necessar\  to  ensure  that  the  program  is 
consistent  with  how  the  CCSF  envisions  its  role  in  providing  health  care  to  the 
indigent.  At  a mimmum,  the  Director  the  Health  will  be  an  ex-officio  member  of 
the  governing  body.  To  ensure  sufficient  representation  from  the  CCSF  on 


financial  matters,  the  Controller  will  also  be  an  ex-officio  member  of  the 
governing  body.  The  Committee  recognizes  that  there  may  be  compelling 
reasons  to  revisit  the  voting  status  of  the  CCSF  representatives  on  this  governing 
body.  Given  the  level  of  funding  and  oversight  of  the  public  health  safety  net 
responsibility  resting  with  the  Director  of  Health,  a voting  seat  on  the  governing 
bodv  may  be  appropriate.  However,  if  this  is  pursued,  then  systems  must  be 
established  to  ensure  that  the  Director  of  Health  adheres  to  the  conflict  of 
interests  provisions  outlined  for  the  governing  bodv. 

In  addition  to  the  background  and  experience  listed  above,  potential  members  for  the 
go\  erning  body  should  be  screened  for  such  attributes  as  leadership,  team-work, 
innovation  and  problem-solving.  Individuals  with  these  characteristics  will  strengthen 
the  effectiveness  of  the  governing  body. 

C.  Governing  Body  Conflict  Of  Interest 

Unless  the  governing  bodv  is  subject  to  stringent  conflict  of  interest  provisions, 
members  of  the  governing  body  may  have  vested  interests  and  mav  inappropriately 
bring  those  interests  to  bear  on  decisions  of  the  purchasing  program  The  governing 
bod\  must  have  procedures  set  in  place  to  eliminate  potential  conflicts.  Accordingly, 
the  following  conflict  of  interest  provisions  will  apply; 

(a)  No  member  of  the  governing  body  may  be  an  employee  of,  a consultant  to,  or  a 
member  of  the  board  of  directors  of  any  insurer,  hospital  services  plan  or  health  care 
ser\  ices  plan  or  an  insurance  broker  or  agent  doing  business  with  the  purchasing 
program 

(b)  No  member  of  the  governing  bod\  ma\  be  an  emplovee  of,  a consultant  to,  or  a 
member  of  the  board  of  directors  of  any  provider  of  health  care  serv  ices  that  (1)  dcx»s 
business  with  the  purchasing  program  or  (2)  that  provides  ser\  ices  to  enrolled 
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members  of  the  purchasing  program,  whether  directly  through  the  purchasing 
program  or  through  another  entity  that  has  a contract  with  the  purchasing  program. 

(c)  No  member  of  the  governing  body  may  enter  into  a contract  with  the  purchasing 
program,  nor  be  an  employee  of,  a consultant  to  or  a member  of  the  board  of 
directors  of  any  entity  that  contracts  with  the  purchasing  program. 

(d)  The  restrictions  in  (a),  (b)  and  (c)  do  not  apply  to  public  officials  serving  ex  officio 
on  the  governing  body. 

(e)  No  member  of  the  governing  body  shall  make,  participate  in  making,  or  in  any 
way  attempt  to  use  his  or  her  official  position  to  influence  the  making  of  any 
decision  in  which  he  or  she  knows  or  has  a reason  to  know  he  or  she  has  a financial 
interest,  as  defined  in  California  Government  Code  section  87103. 

(0  An  enrolled  member  of  a health  plan  that  participates  in  the  purchasing  program 
shall  ser\-e  on  the  governing  body  as  a representative  of  enrolled  members  and  ma\' 
\ ote  on  matters  affecting  enrolled  members  generallv,  without  such  participation 
and  voting  constituting  a conflict  of  interest. 

D.  Governing  Body  Member  Terms 

The  terms  of  the  membership  will  be  staggered.  The  first  set  of  go\  eming  bodv 
members  will  have  either  a three  (3)  or  five  (5)  year  term.  All  subsequent  terms  will  be 
for  5 year  periods.  No  individual  shall  ser\’e  on  the  governing  body  for  more  than  10 
years  (either  in  individual  or  consecutive  terms) 

Bv  resolution,  a member  of  the  governing  body  may  be  removed  from  office  by  the 
Board  of  Superx  isors,  either  by  initiation  of  the  Board  of  Supervisor  or  upon  the 
recommendation  of  the  governing  body  for  cause.  If  the  Board  of  Superx’isors  wishes  to 
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remove  a governing  body  member  from  office  without  the  recommendation  of  the 
governing  body,  then  it  must  hold  a hearing  and  adopt  a resolution  removing  the 
governing  body  member  with  a two-thirds  majority  vote. 

Members  should  not  serve  at  the  pleasure  of  the  appointing  authority.  A member  of 
the  governing  body  may  resign  from  office  by  submitting  a written  notice  of 
resignation.  Upon  appointment  to  office,  a voting  governing  body  member  must  sign 
an  agreement  indicating  that  he/ she  will  not  engage  in  any  financial  activity  or 
contracting  with  the  purchasing  program,  or  any  of  its  contracted  health  plans,  for  a 
minimum  of  12  months  after  leaving  office. 

E,  Governing  Body  Appointment  Process 

The  governing  body  appointment  process  consist  of  tv\^o  components:  (1)  the  initial 
appointment  process  and  (2)  subsequent  appointments.  The  initial  appointment 
process  is  as  follows: 

• of  the  seven  voting  members,  four  (4)  would  be  nominated  by  the  Mayor  and 
three  (3)  would  be  nominated  bv  the  Board  of  Supervisors, 

• the  Board  of  Supervisors  would  ratify  (i.e.,  appoint  members  bv  adopting  a 
resolution)  all  seven  nominees  and  appoint  them  to  the  governing  body  and 

• the  ex-officio  members  (the  Director  of  Health  and  the  Controller)  will  not  be 
ratified  by  the  Board  of  Supervisor. 

After  the  initial  appointments,  all  subsequent  appointments  for  the  governing  bodv 
would  be  self-perpetuating.  All  members  initiallv  appointed  bv  the  Board  of 
Superv  isors  and  seeking  a second  term  of  office,  and  all  subsc^quent  members  of  the 
governing  bodv  shall  be  apfwinted  in  the  following  manner 

• the  governing  bodv  will  toimalK  notitv  the  Board  ot  Supc*r\  ivirs  ot  all 
individuals  considered  tor  appointment  to  the  governing  bc^dv. 


• if  the  Board  of  Supervisors  does  not  support  the  appointment,  then  within  60 
days  of  receiving  written  notice  to  the  Clerk  of  the  Board  of  the  proposed 
governing  body  appointment,  the  Board  of  Supervisors  must  hold  a hearing  on 
the  proposed  appointment  and  adopt  a resolution  in  opposition  to  the 
appointment  within  60  days  and 

• the  Board  of  Supervisors  is  not  required  to  take  any  formal  action  (either  holding 
a hearing  or  adopting  a resolution)  if  it  supports  the  appointment. 

F.  Governing  Body  Committees 

The  governing  body  will  establish  standing  and  ad  hoc  committees  to  address  specific 
issues  related  to  the  planning,  implementation  and  administration  of  the  purchasing 
program.  Committee  appointments  and  proceedings  will  be  defined  in  the  governing 
bodv's  bv-laws. 
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IX.  UNDERSTANDING  FINANCIAL  RISK 


The  financial  risks  associated  with  implementing  this  purchasing  program  occur  on 
numerous  levels:  (1)  risk  to  the  purchasing  program,  (2)  risk  to  the  health  plans,  (3)  risk 
to  the  providers,  (4)  risk  to  the  taxpayers  and  (5)  risk  to  the  CCSF.  It  is  critical  to 
understand  the  financial  risks  involved  in  starting  up  this  insurance  plan. 

A.  Risk  to  the  Purchasing  Program 

The  purchasing  program  will  be  at  risk  on  tv\'’o  levels,  first  for  the  program's  enrollment 
and  second  for  the  rate  of  business  participation.  The  purchasing  program  must 
accuratel}'  estimate  the  number  of  subsidized  persons  who  will  enroll  in  the  program. 

If  the  projection  is  underestimated  relative  to  available  funding,  then  the  program  could 
potentially  run  out  of  money  in  any  given  year.  To  ensure  that  enrollment  does  not 
exceed  the  budgeted  level,  the  purchasing  program  should  actively  monitor  the  rate  of 
subsidized  enrollment.  Prior  to  reaching  its  maximum  available  subsidy,  the 
purchasing  program  will  need  to  stagger  or  delay  additional  subsidized  enrollment. 

In  order  to  effectively  spread  risk,  a large  and  diverse  (in  terms  of  age,  sex,  health 
habits)  pool  of  enrollees  is  needed.  The  purchasing  program  should  have  a substantial 
base  of  working  individuals  who  are  relatively  in  good  health.  If  the  purchasing 
program  enrolls  disproportionatelv  individuals  who  have  significant  unmet  clinical 
needs  such  as  multiple  chronic  conditions,  then  actual  per  member  per  month  cost  will 
most  likeh’  exceed  the  budgeted  amount.  Enrolling  younger,  relatively  healthy 
individuals  who  will  not  need  to  use  high  cost  ser\  ices  will  be  critical  to  the  financial 
sur\  ivabilit\-  of  the  purchasing  program.  In  order  to  ensure  that  this  happens,  the 
purchasing  program  must  aggressively  market  its  product  and  educate  employers  and 
the  working  uninsured  about  the  benefits  of  health  insurance  Premium  contributions 
from  private  employers  and  their  workers  will  be  necessary  to  ensure  that  this  program 
IS  not  solely  funded  bv  the  CCSF. 
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B.  Financial  Risk  of  Health  Plans 

Under  managed  care  capitated  systems  health  plans  assume  financial  liability  if 
expenses  for  providing  care  exceed  the  total  capitated  payment  since  services  are  not 
paid  on  a fee-for-service  basis.  In  a capitated  financial  system,  the  health  plan  is  "at- 
risk"  for  all  health  services  rendered  regardless  of  how  costly  the  services  are.  It  is  not 
uncommon  for  health  plans  to  share  or  distribute  this  risk  to  providers.  As  noted 
previously,  a number  of  the  uninsured  have  special  health  care  needs  and  are  likely  to 
utilize  more  services  than  average  or  require  more  costly  specialized  services,  especially 
in  the  first  year  of  coverage.  This  "pent-up  demand"  has  been  seen  in  other  purchasing 
programs  but  tends  to  stabilize  as  the  program  matures. 

The  Committee  strongly  recommends  the  establishment  of  risk-adjusted  capitation  rates 
for  this  program.  Risk  adjustment  refers  to  arrangements  that  adjust  the  capitated 
payment  to  plans  to  reflect  some  change  in  the  risk  of  caring  for  a population  (generally 
those  with  certain  illness  or  those  at  high  risk  for  illness. Risk  adjustment  gives  health 
plans  and  their  provider  networks  compensation  needed  to  serv  e vulnerable 
populations  - special  needs  and  chronically  ill  populations. 

However,  currently  risk  adjustment  is  used  sporadically,  and  as  a science,  it  is  at  a 
rudimentar)-  level  — it  is  difficult  and  expensive.^*^  While  it  is  common  to  take  into 
account  age,  sex,  gender  and  utilization  in  developing  capitation  rates,  it  is  less  common 
to  adjust  rates  for  such  factors  as  number  of  persons  with  disabilities  in  the  health  plan, 
diagnosis,  socio-economic  conditions  or  communiU-  health  status 

Risk  adjustment  may  also  be  done  retrospectively.  The  purchasing  program  may 
establish  a risk  adjustment  mechanism  among  health  plans  similar  to  one  used  bv  the 
Health  Insurance  Plan  of  California.  Under  this  procedure,  financial  risk  is  shared 

' Peter  Boland,  e d.  Making  Managed  Healthcare  V^ork  A Practical  Guide  to  Strategies  and  Solutions  pp  350  - 
354,  1093 

" In  Pursuit  of  Value  Innovative  Sate  Medicaid  Purchasing  Strategics.  Alpha  Center.  March  I00~ 


through  providing  retrospective  adjustments  to  reimburse  plans  for  losses  incurred  by 
members  who  utilize  high  cost  ser\dces.  A health  plan  whose  utilization  and  health 
care  costs  are  lower  than  the  average  of  all  plans  and,  therefore,  did  not  use  all  their 
capitated  funds,  would  be  required  to  transfer  funds  to  health  plans  with  higher  than 
average  utilization. 

Another  method  of  containing  risk  is  through  stop  loss  arrangements.  Stop-loss 
provisions  protect  health  plans  against  extremely  high  cost  health  care  cases.  The 
actuarial  anal\’sis  for  this  program  provided  estimates  of  per  member  per  month  costs 
with  an  annual  stop  loss  provision  of  S30,000.  Finally,  establishing  funding  agreements 
with  risk  corridors  can  also  pursued.  Risk  corridors  limit  the  amount  of  revenue  that 
health  plans  can  earn,  as  well  as  the  amount  of  loss  they  can  sustain.  This  mechanism 
reduces  the  incentive  to  limit  services  inappropriately  or  to  avoid  enrolling  high-cost 
individuals. 

C.  Financial  Risk  of  Providers 

Similar  to  health  plans,  providers  will  be  at  risk  for  the  level  of  services  used  bv  their 
health  plan  memt>ers.  They  face  the  same  financial  liabilit)-  issue  as  health  plans.  The 
most  appropriate  means  of  acknowledging  the  risk  of  providers  is  to  adjust  their 
capitation  rate  to  accurately  reflect  anticipated  health  care  utilization.  Any  prospective 
risk  adjusted  capitation  rate  should  be  reflected  in  the  rate  given  to  providers  While 
the  Committee  makes  no  recommendations  on  the  risk  sharing  arrangements  among 
health  plans  and  providers,  it  recognizes  that  if  providers  are  offered  no  risk  protection. 
It  mav  be  difficult  to  attract  providers  to  provide  ser\  ices  in  this  purchasing  program.-*® 


* Tons  Dresfus.  Richard  Kronick.  Carol  Tobias  and  Medicaid  f orking  Group.  *~l'sing  Pasment  to  Promote  EWncr 
Medicaid  Managed  Care  for  People  vsith  MDS  ~ JuK 


X.  PURCHASING  PROGRAM'S  RESPONSIBILITIES  TO  THE  CCSF 


As  currently  envisioned,  the  purchasing  program  will  receive  funding  (either 
contractually  or  through  an  appropriations  process)  from  the  CCSF  to  provide  health 
care  coverage  to  the  uninsured.  As  part  of  its  receipt  of  these  funds,  the  governing 
body  of  the  purchasing  program  should  be  required  to  publicly  report  on  the  following: 
(1)  its  fiduciary  condition,  (2)  how  the  program  is  achieving  the  City's  public  health 
policy  objectives  and  (3)  its  general  programs  and  operations.  These  reports  will  be 
critical  to  ensuring  that  the  CCSF  understands  how  the  community  benefits  from 
insuring  individuals  through  this  purchasing  program. 

A.  Fiduciary  Responsibility 

The  CCSF's  interest  in  the  purchasing  program  is  predicated  on  the  assumptions  that: 
(1)  the  program  can  more  efficiently  use  indigent  care  dollars  and  (2)  the  program  can 
reduce  the  Cit\  's  burden  of  paying  for  health  care  for  the  working  poor  (by  inducing 
more  employers  to  offer  coverage).  The  purchasing  program  should  consistently  be 
required  to  measure  and  justify  its  value  in  meeting  these  tw'o  objectives. 

Annually,  the  purchasing  program  should  provide  independent  audits  and  reports  on 
its  activity'  and  financial  condition.  In  addition  to  this  retrospective  information,  the 
purchasing  program  should  also  provide  business  plans  which  provide  an  indication  of 
how  the  program  intends  to  meet  its  future  goals.  The  purchasing  program  must  be 
responsive  to  the  CCSF  in  order  to  receive  its  appropriation  and/or  to  ensure  that  its 
appropnahon  is  not  reduced. 

Dunng  the  appropriation  process,  it  is  recommended  that  the  purchasing  program 
provide  multiple  vear  business  plans  for  the  CCSF  to  review.  These  plans  will  in  no 
wa\  commit  the  CCSF  to  fund  the  purchasing  program,  but  will  enable  the  CCSF  to 
project  future  funding  needs.  The  risk  to  the  CCSF  is  that  the  program  will  enroll  all 


indigent  persons  and  no  employers  will  participate.  This  would  be  a worst  case 
scenario  and,  although  unlikely,  should  be  factored  into  any  business  plan.  In  order  to 
ensure  appropriate  fiscal  autonomy  from  the  CCSF,  the  governing  body  must  be  willing 
to  accept  fiduciary  responsibility  of  operating  this  purchasing  program.  The 
purchasing  program  should  be  allowed  sufficient  reserves  to  cover  all  of  its  planning 
assumptions. 

B.  General  Annual  Report 

In  addition  to  providing  reports  to  the  Mayor,  the  Board  of  Supervisors  and  the  Health 
Commission,  the  purchasing  program  should  also  report  to  the  public.  This  report 
would  provide  the  overall  framework  and  purpose  of  the  purchasing  program,  what  it 
has  accomplished,  and  what  it  plans  to  do  in  the  upcoming  year.  The  purpose  of  this 
report  is  to  show  the  public  that  this  program  is  either  saving  money  or  is  a more  cost- 
effective  wav  of  delivering  comprehensive  services  to  the  uninsured. 

C.  Public  Health  Policy  Objectives 

In  order  to  justify  the  creation  of  a new  separate  public  entity,  the  entit\-  must  further 
public  health  goals  that  either  cannot  or  have  not  been  met  through  the  current 
go\  ernment  programs.  The  purchasing  program  must  provide  a larger  perspective  on 
its  activities.  Access  to  health  insurance  does  not  necessarily  improve  health  status. 
Therefore,  the  purchasing  program  should  provide  information  on  the  following: 

• how  It  is  accomplishing  the  larger  public  policy  goal  of  expanding  health  care  to 
the  uninsured, 

• collection  of  public  health  outcome  measures, 

• documentation  on  consumer  satisfaction,  and 

• number  of  plans  and  providers  that  participate  in  the  program 
The  program  should  be  able  to  document  is  success  in  terms  ot 

• enrolling  the  targeted  uninsured  population, 

• increasing  access  to  primarv  care  ser\  ice  for  the  uninsured. 
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• reducing  utilization  of  emergency  and  inpatient  services  by  the  uninsured 
population, 

• reducing  hospitalizations  for  preventable  conditions  (e.g.,  asthma)  and 

• reducing  morbidity  and  mortality  rates  for  the  uninsured. 
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XL  PUBLIC  SECTOR  SAFETY  NET  ISSUES 


Throughout  its  deliberations  the  Committee  has  had  strong  leadership  and  input  from 
the  San  Francisco  Department  of  Public  Health  (DPH).  In  addition,  DPH  staff  have 
actively  participated  in  sub-committees  and  DPH  has  provided  data  and  information  on 
utilization  of  health  services  by  the  indigent.  This  has  been  invaluable  to  the 
Committee's  understanding  of  health  care  utilization  trends  of  these  populations  and  of 
the  current  financing  system. 

The  Committee  and  DPH  share  a common  mission  and  overriding  goal  to  improve  the 
quality  of  life  for  all  San  Franciscans.  The  DPH  mission  statement  explicitly  states  a 
commitment  to  "ensure  equal  access  to  all."  Similarly,  the  Committee  has  been  asked  to 
look  at  how  to  make  health  insurance  universally  available  within  San  Francisco. 

San  Francisco's  traditional  safet\’  net  for  health  care,  consisting  of  the  Department  of 
Public  Health's  Community  Health  Network  (CHN)  and  the  non-profit  communit\  - 
based  consortium  clinics,  is  one  of  the  best  in  the  nation.  The  CCSF's  safet\-  net  system 
IS  a comprehensi\-e,  integrated  system  of  care  which  has  historically  provided  care  for 
the  Cit\  's  ethnically  and  culturally  diverse  medically  indigent  and  uninsured  residents. 
CHN  serv’es  San  Francisco  through  its  multiple  missions  as  medical  provider,  educator, 
researcher,  employer,  and  communip-  partner. 

As  noted  previously,  an  estimated  130,000  residents  are  uninsured.  It  is  estimated  that 
the  CHN  serves  approximately  71,000  or  54%  of  this  population.-*’  Table  10  shows  that 
the  CHN  is  a vital  provider  of  health  ser\  ices  to  uninsured  residents  of  San  Francisco 
and  the  CHN  safety  net  has  been  the  major  provider  for  the  uninsured  African- 


“ San  Franciso  Department  of  Public  Health.  Communil>  Health  Network.  Resiistration  and  Eligibilirt  Data.  1^96- 
Q7 
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Table  10 


Ethnicity 

CHN  Uninsured 
100%  = 71,129 

White 

31% 

22,238 

African-American 

21% 

15,033 

Latino 

25% 

17,952 

Asian/ Pacific  Islander 

17% 

12.062 

Others 

6% 

4,230 

Age 

CHN  Uninsured 
100%  = 71,129 

City  Uninsured  Estimates 

0-17 

13%  9,254 

10%  13.000 

18-64 

86%  61,505 

86%  111.800 

65+ 

2%  1,251 

4%  5,200 

Uninsured  patients  receive  assistance  in  applying  for  benefits  through  Medi-Cal  or 
Medicare.  If  they  are  determined  ineligible  for  these  programs,  then  their  eligibilit}-  for 
the  Count}’  Medical  Assistance  Program  (CMAP)  is  determined.  CMAP  is  a program 
for  patients  who  are  found  to  have  no  financial  sponsorship  and  are  indigent,  or  who 
have  limited  income  and  would  otherv\dse  be  unable  to  pav  for  the  full  costs  of  their 
medical  ser\'ices.  They  are  assessed  for  ser\’ices  on  a sliding  fee  scale.  Not  all 
uninsured  are  eligible  for  CMAP  (e.g.,  tourists  and  persons  residing  in  other  counties), 
however,  no  uninsured  San  Franciscan  are  turned  awav. 


Within  the  CHN  uninsured  patient  population.  Table  11  on  the  next  page  shows  that 
non-working  adults  are  more  likelv  to  be  homeless  and  have  a higher  use  of  services 
than  CHN  insured  patients.  This  remains  true  when  compared  to  general  population 
projections  for  commercially  insured  individuals  (4  visits  per  year,  200  acute  davs  per 
1,000  plan  enrollees) 
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Table  11 


Fiscal  Year 
1996-1997 
Utilization 

AU 

CHN 

Insured 

CHN 

Adult 

Working 

Uninsured 

CHN  Adult 
Non- Working 
Uninsured 

CHN  Adult 
Uninsured 
Work  Status 
Not  Collected 
COPC  Patients 

Estimate  of 
Adult 
Uninsured 

Patients 

70,320 

17,261 

12,945 

39,537 

117,000 

Est.  Homeless 
(self-reported) 

4% 

3% 

20% 

13% 

Primar)’  Care 
Patient 

51% 

21% 

25% 

63% 

Emergency  Room 
Utilization 

24% 

57% 

58% 

32% 

Specialt\-  Clinic 

29% 

51% 

60% 

17% 

Avg.  number  of 
visits  per  patient 

9.2 

8.1 

10.1 

8.4 

Average  Acute 
Discharges/ 
Discharge  Davs 

0.2  dschg 
1.3  days 

0.1  dschg 
0.5  days 

0.2  dschg 
1.4  days 

0.1  dschg 
0.5  days 

As  reported  bv  the  National  Public  Health  and  Hospital  Institute,  the  non-working 
uninsured  population  is  more  costly  to  treat.  As  such,  they  are  more  likely  remain  with 
satet)-  net  providers  such  as  the  CHN: 


‘'For  many  reasons,  the  indigents  are  a significantly  more  costly  population  to  provide 
seri'ices  to  than  the  general  population.  They  often  are  diagnosed  with  multiple 
conditions  requiring  extensive  treatment,  have  complicated  drug  and  alcohol 
dependencies,  and  mental  illness.  Adding  to  the  costs  is  the  fact  that  these  individuals 
are  more  likehf  to  seek  care  in  the  Emergenci/  Department  as  opposed  to  a primary  care 
physician."'^' 


At  least  17,000  working  uninsured  patients  received  care  last  year  within  the  CHN  (see 
Table  11)  It  s estimated  that  40,000  of  all  CHN  adult  uninsured  were  employed.  The 


‘ National  Public  Health  and  Mospiul  Institute  "Sur\e>  of  Managed  Care  Programs  for  the  Indigent".  I Wn 
* The  40.(KKi  patients  cared  for  in  the  communit> -based  CHN  clinics  were  not  identified  as  "uorking’  or  ’ non- 
uorking  ■ The  estimate  for  CHN's  working  uninsured  is  derived  b>  appKing  the  same  percentage  ol  working  and 
non -work  mg  as  those  whose  status  were  known 


working  uninsured  patient  population  of  the  CHN  more  closely  reflects  the  utilization 
rate  of  the  commercially  insured  individuals. 

The  Committee  believes  that  it  is  essential  for  CCSF  to  maintain  a safety  net  even  with 
the  development  of  a purchasing  program.  The  safety  net  is  a critical  component  in  the 
CCSF's  efforts  to  care  for  all  residents.  The  Committee  finds  the  following  reasons  for 
ensuring  that  a viable  safety  net  continues: 

• due  to  the  voluntary  nature  of  the  purchasing  program  some  people  may 
continue  to  be  uninsured, 

• the  safety'  net  can  provide  supplemental  services  to  those  with  special  needs  or 
those  within  the  purchasing  program  who  have  exhausted  their  benefits, 

• the  safety  net  provides  a set  of  unique  services  that  are  not  provided  in  the 
private  sector  and 

• patients  will  be  able  to  access  carved  out  services. 

As  can  be  seen,  all  of  the  reasons  relate  to  ensuring  access  to  health  care  which  is  a 
fundamental  principle  of  the  Committee's  work. 

The  Committee  believes  that  because  of  the  voluntary  nature  of  this  purchasing 
program,  there  will  continue  to  be  some  small  employers  who  for  financial  or  other 
reasons  cannot  or  will  not  participate.  In  addition,  some  employees,  self-emploved 
residents,  college  students  and  part-time  workers  may  be  unable  to  or  mav  choose  not 
to  enroll.  Finally,  in  order  to  prevent  a regional  magnet  effect,  the  Committee  has 
recommended  that  the  purchasing  program  consider  a six-month  waiting  period  before 
an  indigent  or  low-income  person  would  be  eligible  for  a subsidy  in  this  program. 
Accordingly,  even  if  the  program  is  successful,  there  would  likelv  still  be  some  people 
living  in  San  Francisco  who  would  remain  umnsured.  These  individuals  would  still 
need  a safety  net  system  of  care  to  access  needed  services 
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Secondly,  the  safety  net  has  historically  provided  care  to  residents  with  multiple  health 
needs.  For  example,  complex,  acute  and  chronic  mental  health  patients  need  a 
coordinated  system  of  care  that  includes  medical  care,  case  management  and 
psychiatric  care.  The  proposed  benefits  package,  while  comprehensive,  mav  not  be 
adequate  for  individuals  such  as  this.  These  individuals  may  require  supplemental 
services  beyond  those  provided  such  as  additional  mental  health  or  chemical 
dependency  services.  Some  members  may  need  additional  case  management  services. 
The  safet}-  net  system  will  be  able  to  provide  this  treatment. 

Thirdlv,  the  safet)’  net  often  provides  a unique  set  of  ser\'ices  that  cannot  be  found  in 
the  private  health  care  market.  One  example  of  this  is  trauma  care.  San  Francisco 
General  Hospital  (part  of  the  CHN)  is  the  only  Level  1 trauma  center  in  the  Cit\-  and 
County  and  it  treats  approximately  3,000  patients  annually.  Its  official  designation 
means  that  it  is  responsible  for  providing  care  to  seriously  injured  patients  in  order  to 
prevent  death  or  disabilit)’.  Most  San  Francisco  hospitals  are  not  adequatelv  staffed  to 
properly  care  for  major  trauma  victims.  The  deliver)-  of  trauma  care  is  not  limited  to 
the  uninsured.  All  San  Francisco  residents,  tourists  and  commuters  benefit  trom  this 
valuable  ser\’ice.  Level  1 trauma  capability  will  always  be  needed  and  the  purchasing 
program  must  ensure  that  its  enrollees  have  access  to  this  service. 

Fourth,  the  purchasing  program  has  carved  out  services  SpecificalK  , mental  health 
ser\-ices  for  seriouslv  mentally  ill  adults  and  senousl)  emotionalh  disturbed  children 
and  phvsical  health  ser\’ices  for  children  eligible  for  California  Children's  Services 
Safetv  net  providers  are  equipped  and  trained  to  provide  individuals  with  these  needs 
with  specialized  serv  ices. 

The  Committee  is  extremelv  sensitive  to  the  unique  challenges,  resj>onsibilities  and 
expertise  ot  DPH's  Communitv  Health  Network  and  all  its  attiliated  partners  The 
Committee  is  also  acutclv  aware  of  the  fiscal  challenges  of  these  and  other  safetv  net 


providers.  They  face  the  prospect  of  less  federal  and  state  revenues,  more  competition 
from  private  sector  providers  for  patients/ covered  lives,  increasing  costs,  and  more 
demand  for  services,  data  reporting  and  infrastructure  development.  DPH  continues  to 
develop  systems  to  provide  uniquely  designed  behavioral  health  care  including,  mental 
health,  drug  treatment,  and  supportive  services  needed  to  keep  people  independent 
and  in  safe  and  stable  housing. 

The  Community  Health  Network  has  shown  great  adaptability  in  the  current  health 
care  reform  movement.  This  is  due  in  part  to  unwavering  support  by  the  Mayor  and 
the  Board  of  Supervisors  to  dramatically  restructure  services,  achieve  integration  of 
services  across  a continuum  of  care,  and  obtain  necessary  information  systems  which 
track  costs,  utilization  and  provide  comprehensive  patient-specific  clinical  records. 

The  Committee  views  the  safety  net  system  as  invaluable  to  the  deliver)’  of  ser\’ices  to 
the  uninsured,  the  poor  and  those  with  commercial  insurance.  The  Committee 
recommends  a number  of  options  that  should  be  studied  by  the  purchasing  program  for 
ensuring  safety  net  participation  in  the  program.  These  include: 

• creating  financial  incentives  to  encourage  health  plans  to  include  safety  net 
providers  in  their  netw^orks, 

• having  the  purchasing  program  work  with  safety  net  providers  to  pre-determine 
“high  utilizers"  and  risk  adjust  rates  prospectively  for  this  population, 

• studying  the  impact  of  eliminating  co-payments  for  enrollees  who  choose  safety 
net  providers  on  the  program  costs  and  on  patient  choice 

• having  DPH  and  the  purchasing  program  jointly  agree  on  key  public  health 
measures  and  standards  that  should  be  achieved  and  monitored.  The  Director  of 
Health  will  be  a member  of  the  governing  body  in  part  to  assure  that  cit)  -wide 
public  health  goals  are  being  actively  addressed  though  the  purchasing  program. 
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The  Committee  is  optimistic  about  the  ability  of  the  purchasing  program  to  attract 
private  employer  premiums.  It  sees  DPH  and  other  safety  net  providers  as  having  a 
strong  competitive  advantage  to  attract  uninsured  persons  given  their  expertise  and 
cultural  (and  linguistic)  competence.  We  hope  that  the  possibility  of  providing 
comprehensive  health  care  to  130,000  uninsured  people  is  seen  by  safety  net  providers 
as  an  opportunity  to  further  their  mission  to  create  more  equitable  access  to  a minimum 
benefit  standard  for  low-income  people  in  San  Francisco.  For  example,  if  the 
purchasing  program  successful  provides  insurance  to  all  those  with  incomes  less  than 
200%  of  the  federal  poverty  level,  then  there  would  be  a 60%  reduction  in  the  number  of 
San  Francisco's  uninsured  (see  Section  111). 

However,  the  Committee  recognizes  that  in  order  for  safety  net  providers  (i.e.,  the 
Community  Health  Network  which  includes  San  Francisco  General  Hospital, 
communit\--based  primary  care  clinics  and  its  affiliated  providers)  to  become  providers 
of  first  choice,  rather  than  providers  of  last  resort,  a number  of  measures  must  be  taken 
bv  the  Mavor,  Board  of  Supervisors  and  Health  Commission.  These  include  the  need  to 
market  the  CCSF's  health  care  system  and  its  qualit\-  programs  to  CCSF  employees, 
other  commercialh’  covered  populations  and  to  the  newly  insured  under  this  program. 
The  CHN's  capital  and  infrastructure  needs  must  be  regularlv  assessed  and  financed  in 
order  to  attract  patients  who  have  a choice  of  where  to  obtain  care.  Likewise,  the  CCSF 
should  work  to  assure  a single  high  quality  class  of  care  for  all  patients  regardless  of 
their  income  status. 

The  purchasing  program  in  conjunction  with  the  Controller,  the  Director  of  Health,  and 
the  Health  Commission,  would  monitor  patient  volume,  acuity,  cost  per  unit  of  serv  ice, 
and  effectiveness  of  risk-ad)usted  rates  to  address  potential  adverse  patient  case-mix 
within  the  CHN  and  its  affiliated  partners  Anv  unintended  consequences  of  the 
purchasing  program  must  be  promptly  identified  and  mitigated  where  appropriate 
The  Committee  recognizes  the  immeasurable  public  good  afforded  to  CCSF  due  to  the 


premier  research  and  teaching  programs  offered  by  the  University  of  California  at  San 
Francisco  School  of  Medicine  ("UCSF")  at  San  Francisco  General  Flospital.  The 
Committee  believes,  in  fact,  that  the  CCSF  and  UCSF  affiliation  must  continue  to  be 
valued  and  supported,  notwithstanding  the  implementation  of  these  recommendations. 
However,  this  relationships  and  the  clinical  care  that  is  provided  as  a result  of  any 
affiliation  should  not  be  based  on  relying  on  patient  volume  solely  from  the  indigent 
and  uninsured  population,  as  it  is  today.  These  providers  must  continue  to  receive  the 
necessary  CCSF  support  needed  to  actively  draw  in  patients  from  all  economic  classes 
and  payer  sources  --  making  their  strengths  and  assets  in  the  delivery  of  health  care 
available  to  all  comers. 
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XII.  COMMUNITY  INPUT 


A series  of  community  forums  and  presentations  were  held  from  January  1998  to  April 
1998  to  discuss  preliminary  findings  of  the  Mayor's  Blue  Ribbon  Committee  on 
Universal  Health  Care.  The  forums  and  presentations  were  an  opportunity  to  provide 
information  on  the  Committee's  progress  to  consumers,  employers,  community  based 
organizations,  CCSF  agencies,  health  care  providers  and  other  interested  parties. 

The  forums  took  place  in  several  locations  around  the  Cit\’.  Five  forums  were  open  to 
all  interested  parties  including,  residents,  communitv-based  organizations,  providers, 
advocacv  groups,  health  plans  and  associations.  Additional  forums  were  given  to 
specific  audiences  — business  ov\mers,  San  Francisco  Health  Commission,  providers  and 
others.  Extensive  outreach  was  done  in  preparation  for  the  forums.  In  addition  to 
distributing  an  informational  flyer,  the  Department  of  Public  Health  had  the  forum 
notice  placed  on  the  CCSF's  website,  worked  with  Channel  54  to  have  a television 
announcement  made,  placed  a notice  in  the  Bay  Guardian  and  regularly  mentioned  the 
forums  at  other  community  meetings. 

During  and  after  the  formal  presentation,  attendees  raised  several  questions.  Overall, 
the  attendees  expressed  enthusiasm  about  the  CCSF  developing  a program  to  provide 
health  care  coverage  to  the  uninsured  Comments  and  questions  raised  by  the  San 
Francisco  community  included: 

• eligibility  criteria  for  the  program, 

• how  funding  for  the  program  would  be  secured, 

• which  health  plans  would  be  providing  services, 

• when  the  program  would  be  operational, 

• what  impact  this  program  would  have  on  existing  safety  net  providers, 

• inclusion  and  exclusion  of  some  health  benefits  and 

• whether  the  program  could  be  mandated. 
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Committee  members  received  a written  of  the  community's  concerns  and  feedback. 
Where  possible,  concerns  and  questions  raised  by  the  community  have  been 
incorporated  into  this  report.  A list  of  the  community  comments  and  questions  are 
attached  in  Appendix  D. 


XIII.  IMPLEMENTATION  ISSUES 


This  report  provides  the  framework  and  proposed  model  for  expanding  health 
insurance  to  the  uninsured.  It  does  not  provide  specificity  on  necessary 
implementation.  An  operational  plan  will  be  needed  to  fully  describe  what  steps 
should  be  taken  to  implement  the  program.  The  following  is  intended  to  identify  the 
primary  features  necessary  to  implement  the  program. 

Ultimately,  implementation  of  the  program  will  require  the  following  actions  to  be 
taken: 

Actions  Needed  by  the  CCSF: 

• Establishment  of  an  implementation  team  bv  the  Mayor  of  San  Francisco  — These 
individuals  will  be  responsible  for  all  aspects  of  the  implementation.  Team 
members  should  have  experience  in  understanding  the  needs  of  the  uninsured 
and  the  provision  of  care  necessar\’  for  this  population,  implementing  health 
insurance  programs,  and  in  developing  and  maintaining  managed  care  systems. 

• Creation  and  appointment  of  the  governing  body  bv  the  Board  of  Super\'isors  — 
As  mentioned  in  Section  VIII,  a governing  bodv  is  needed  to  ensure  overall 
oversight  of  the  purchasing  program.  Nominations  for  the  governing  body  will 
be  from  the  Mayor  and  the  Board  of  Super\’isors 

Actions  Needed  by  the  Implementation  Team: 

• Seek  appropriate  legislation  to  establish  the  purchasing  program's  lecal  status  - 
State  legislation  currently  governs  the  creation  of  purchasing  alliances  San 
Francisco  will  need  to  obtain  authorizing  State  legislation  to  create  a separate 
non-profit  public  benefits  corporation  In  addition,  IcKal  legislation  adopted  b\ 
the  Mavor  and  Board  of  Suj:>er\'isors  will  alst^  be  ntvded 


• Conduct  further  analyze  on  assumptions  with  respect  to  eligible  population, 
utilization  and  financial  model  — This  report  provides  cost  estimates  based  on 
global  data  on  the  uninsured.  Additional  analysis  such  as  primary  surveys  or 
other  sources  of  data  will  be  needed  for  further  actuarial  analysis.  The 
Committee  has  not  tested  the  effect  of  a subsidy  on  the  purchasing  decisions  of 
the  working  poor.  Additional  analysis  is  also  needed  to  test  assumptions  related 
to  employer  participation. 

• Conduct  additional  focus  groups  with  the  uninsured,  business  communit\^  and 
insurance  brokers  --  The  purchasing  program  will  only  succeed  to  the  extend 
that  it  offers  a service  which  is  needed  and  affordable.  Additional  focus  groups 
will  necessary  to  determine  the  interest  of  each  of  these  groups  in  participating  in 
the  program. 

• Desien  appropriate  administrative  system  ~ A day-to-day  administrative 
structure  will  be  needed.  The  administrative  structure  can  be  built  or  the 
governing  body  can  contract  with  a third  part}-  administrator  to  manage 
operations.  Basic  administrative  activities  will  include  eligibilit}-  determination, 
application  processing  and  enrollment. 

• Design  service  deliver\^  system  — A comprehensive  serv-ice  delivery  system  is 
needed  to  ensure  that  the  uninsured  are  ser^'ed  in  an  appropriate  manner. 

• Procure  a provider  netw^ork  — Providers  will  be  needed  to  deliver  ser\'ices  to  the 
enrolled  members.  In  keeping  with  the  goals  of  the  Committee,  comprehensive 
and  coordinated  ser\’ice  networks  should  be  developed  — those  offering  a full 
array  of  primary,  secondary  and  tertiary  ser\'ices  in  a variet}-  of  care  settings. 

Because  the  purchasing  program  will  be  voluntary,  education  and  outreach  to  the 
business  community  and  to  residents  will  be  vital  to  the  program's  success.  Promoting 
the  benefits  of  health  insurance,  the  comprehensiveness  of  the  benefits  package,  and  the 
simplified  administrative  and  enrollment  structure  of  this  program  will  be  essential. 

The  implementation  strategy  must  focus  on  selling  the  benefits  of  health  care  coverage. 
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Employers  and  the  uninsured  will  not  be  interested  in  this  program  unless  they  value 
health  insurance. 

Implementing  a purchasing  program  is  complex  and  the  Committee  strongly 
recommends  phasing  the  program  in.  A phased-in  approach  would  allow  the  County 
to  gain  practical  experience  in  starting  up  the  program  before  attempting  to  cover  all 
130,000  uninsured  residents  at  once.  V\0iile  the  Committee  makes  this  recommendation, 
it  also  recognizes  that  the  larger  the  number  of  individuals  participating  in  the 
program,  the  better  able  the  purchasing  program  is  to  spread  risk. 

A phase-in  is  critical  in  determining  whether  the  benefits  package,  financing 
mechanisms,  management  information  system  and  other  programmatic  components 
are  suitable.  The  Committee  entertained  phase-in  proposals,  but  felt  that  a formal 
comprehensive  request  for  proposals  should  be  made  by  the  purchasing  program's 
governing  body  prior  to  implementation.  The  phase-in  could  be  based  on  stratifying 
the  population  by  employment  status,  zip  code,  income  level,  or  special  population 
(e  g , General  Assistance  recipients,  parents  of  children  enrolled  in  the  Healthy  Families 
program,  etc.).  Principle  features  in  designing  a phase-in  include  determining: 

• the  number  enrollees  to  participate, 

• duration  of  the  first  phase-in, 

• total  amount  ot  funding  required, 

• crowd-out  policy  (e  g.,  income  limits,  periods  of  being  uninsured,  additional 
rcsidencv  requirement,  etc.), 

• target  population  that  will  be  enrolled  and 

• health  plan  and  provider  network  participation 

A consumer  satisfaction  component  should  also  be  designed  into  the  phase-in  This  will 
pro\  ide  an  opportunit\  for  consumers  to  comment  on  the  qualitv  ot  care,  level  and 
n pes  of  serv  ices,  eru-ollment  and  disenrollment  into  the  program,  premium  and  co- 
pavment  structure,  and  choice  of  health  plans  and/or  providers.  A fundamental 
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premise  in  designing  this  purchasing  program  is  that  it  is  more  effective  and  cost- 
efficient  manner  of  providing  care  to  the  uninsured  than  the  current  method. 

Consumer  satisfaction  is  one  way  of  measuring  whether  or  not  this  occurs. 

Ascertaining  consumer  satisfaction  is  part  of  a larger  evaluation  that  should  be  done  for 
the  proposed  purchasing  program.  The  evaluation  will  help  determine  how  successful 
the  program  is  in  achieving  its  overall  goal  to  reduce  the  number  of  uninsured.  The 
Committee  recognizes  that  the  impacts  of  implementing  the  proposed  purchasing 
program  are  largely  unknown  and  therefore  urge  any  implementation  team  to  closely 
monitor  its  development.  Below  are  questions  that  the  Committee  believes  should  be 
considered  during  the  first  phase-in  before  the  program  is  expanded.  Answering  these 
questions  can  assist  the  governing  body  in  determining  the  future  direction  of  program. 

Administration 

• Do  the  various  means  testing  components,  etc.  make  the  program  too  costiv  or 
complex  to  administer? 

• Are  administrative  cost  reasonable? 

Crowd-Out  Issues 

• Are  the  majorit)'  of  firms  that  enroll  in  the  program  firms  that  previously 
provided  health  care  coverage,  but  enroll  in  this  program  because  it  is  less 
costiv? 

• Are  the  enrollment  provisions  and  restrictions  sufficient  to  deter  crowd-out^ 

• Ch'erall , have  employers  maintained  or  increased  their  commitment  (financial) 
in  health? 

Employer  Partiapation 

• Do  small  businesses  participate  in  the  purchasing  program’  At  what  level  of 
benefits  and  premium  cost  will  employers  participate’ 
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• What  employment  sectors  are  more  or  less  likely  to  participate? 

• Does  the  fact  that  an  individual  can  sign-up  for  the  program  without  their 
employer  discourage  employers  from  participating? 

• Does  the  purchasing  program  offer  an  incentive  for  businesses  to  locate  in  San 
Francisco  or  employ  San  Franciso  residents? 

Financing  Structure 

• Is  the  co-payment  and  premium  structure  a barrier  to  enrollment? 

• Overall,  is  the  CCSF  finding  itself  spending  money  on  a population(s)  that  it  had 
previouslv  not  intended  to  support  with  indigent  health  care  funds? 

• How  much  is  the  CCSF  spending  to  support  this  new  program  and  the  safetv  net 
svstem? 

General  Design 

• Is  this  purchasing  program  a more  cost-effective  manner  to  provide  health  care 
(i.e.,  utilization,  cost,  etc.)? 

Health  Plan  Participation 

• Is  the  per  member  per  month  capitation  rate  sufficient  to  induce  health  plans  to 
participate? 

Mcniht'rship 

• Do  individuals  sign-up  for  the  program  even  if  their  employer  chooses  not  to 
participate’ 

Proruirrs 

• Dck»s  this  purchasing  program  result  in  {XTSons  changing  provider.,  once  they 
have  access  to  health  insurance? 


• What  impact  does  the  program  have  on  the  patient  volume  of  safety  net 
providers? 

Public  Health 

• Is  there  any  impact  on  achieving  public  health  goals  or  maintaining  public  health 
standards? 


Scope  of  Benefits 

• Does  the  benefits  package  adequately  meet  needs  or  does  it  need  to  be  re\’ised? 
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CONCLUSION 


Reducing  the  number  of  uninsured  are  public  health  and  quality  of  life  issues.  It  is 
incumbent  upon  all  of  us  to  view  health  care  as  a public  good  - something  that  all 
residents  are  entitled  to  regardless  of  their  employment  participation,  financial 
resources  or  legal  status.  Universal  access  to  health  insurance  is  achievable.  The 
Committee  proposes  the  adoption  of  a purchasing  alliance  for  public  and  private 
employers,  and  the  restructuring  of  indigent  care  funds  to  subsidize  premiums  for  ver\^ 
low-income  persons. 

In  particular,  health  care  coverage  to  the  uninsured,  low-income,  working  poor  can  be 
expanded  by  restructuring  CCSF  indigent  care  funds  within  a purchasing  program  that 
pools  funding  from  government  agencies,  private  businesses  and  individuals. 
Restructuring  the  public  subsidy  fosters  consumer  choice  and  allows  the  purchasing 
program  to  leverage  greater  participation  from  private  employer. 

One  of  the  primary-  reasons  for  the  high  uninsured  rate  is  the  cost  of  health  insurance  - 
emplovers  and  employees  find  health  care  unaffordable.  Small  employers  (those  with 
fewer  than  50  employees)  are  less  likely  to  offer  coverage;  employees  earning  less  than 
SIO  per  hour  are  less  likely  to  accept  coverage  if  it  is  offered  to  them.  If  the  CCSF 
subsidizes  a portion  of  the  premium  for  low-income  workers  and  the  indigent,  then 
more  employers  and  individuals  will  be  able  to  purchase  health  care  coverage.  The 
Committee  has  structured  the  CCSF  subside  so  that  it  is  targeted  to  the  most  needv, 
based  on  means  testing  a family's  income. 

The  proposed  scope  of  benefits  available  under  this  purchasing  program  will  be 
comprehensn  e It  is  based  on  the  benefits  package  offered  bv  an  existing  state-wide 
purchasing  program  (i.e..  Health  Insurance  Plan  of  California).  One  of  the  guiding 
pnnciples  for  the  Committee  was  to  offer  a scope  of  benefits  which  was  "comparable  to 
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that  provided  in  the  private  market."  It  is  vitally  important  that  the  benefits  offered 
through  this  purchasing  program  not  be  seen  as  substandard  or  piecemeal.  Based  on 
the  cost  estimates  and  analysis,  the  proposed  per  member  per  month  premium  for  this 
program  is  within  the  range  of  commercial  rates. 

The  voluntary  nature  of  this  program  means  that  the  CCSF  will  continue  to  need  a 
public  safety  net  system  for  the  uninsured  who  do  not  enroll  in  this  program  and/or  for 
those  who  need  services  not  included  in  the  benefits  package  such  as  case  management 
or  residential  drug  treatment.  The  Committee  believ^es  that  safety  net  providers,  such 
as  the  Community  Health  Netw^ork,  are  a critical  component  of  any  structure  to  deliver 
care  to  the  uninsured. 

The  Committee  believes  that  implementation  of  this  purchasing  program  should  be 
phased-in  to  ensure  that  the  assumptions  with  respect  to  enrollment,  cost,  provider 
participation,  crowd-out  and  administrativ^e  cost  can  be  accurately  assessed  for  financial 
feasibility  and  for  improved  health  status  of  the  enrolled  populations. 

Finally,  the  Committee  wants  to  acknowledge  Mayor  Willie  L.  Brown,  jr.  for  his 
longstanding  leadership  in  the  area  of  equal  access  for  health  care  and  for  this  vision  to 
create  in  San  Francisco  that  which  should  and  could  be  done  throughout  the  countrv’. 
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GLOSSARY  OF  TERMS 


Access 


Acute  Care 


Adverse  Selection 


Affordabilit]! 


Ambulatory  Care 


Appropriateness 


Aividable  Hospital 
Condition 


Potential  and  actual  entry  of  a population  into  the  health  care 
system  and  by  features  such  as  private  or  public  insurance 
coverage.  The  probability  of  entry  is  also  dependent  upon  the 
wants,  resources  and  needs  that  patients  may  bring.  Actual  entry 
into  the  system  is  described  by  utilization  rates  and  subjective 
evaluations  of  care.  Ability  to  obtain  wanted  or  needed  services 
may  also  be  influenced  by  the  distance  one  has  to  travel,  waiting 
times,  total  income  and  whether  one  has  a regular  source  of  care. 

Medical  treatment  rendered  to  individuals  whose  illnesses  or 
health  problems  are  of  a short-term  or  episodic  nature. 

A tendency  for  utilization  of  health  ser\’ices  in  a population  group 
to  be  higher  than  average.  Adverse  selection  occurs  when  persons 
with  poorer  than  average  life  expectancy  or  health  status  apply  for 
or  continue  insurance  coverage  to  a greater  extent  than  do  persons 
with  average  or  better  health  expectations. 

This  is  related  to  the  cost  of  health  ser\’ices.  It  refers  to  the  financial 
ability'  of  individuals  and  emplovers  to  pay  for  health  insurance. 
This  definition  does  not  address  the  willingness  to  pay  for 
coverage. 

All  U'pes  of  health  services  which  are  provided  on  an  outpatient 
basis,  in  contrast  to  services  provided  in  the  home  or  to  persons 
who  are  inpatients.  The  term  usually  implies  that  the  persons  must 
travel  to  a location  to  receive  serv  ices  which  do  not  require  an 
overnight  stay. 

Appropriate  health  care  is  care  for  which  the  expected  health 
benefit  exceeds  the  expected  negative  consequences  bv  a wide 
enough  margin  to  justify  treatment. 

Medical  diagnosis  for  which  hospitalization  could  have  been 
avoided  if  ambulator}-  care  had  been  provided  in  a timelv  and 
efficient  manner. 
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CalWORKS 

California  Work  Opportunities  and  Responsibility  to  Kids 
Program;  California's  version  of  the  federal  Temporary  Assistance 
to  Needy  Families  (TANF)  program.  TANF  is  a new  federal  means 
tested  program  to  assist  people  who  need  financial  support  to  care 
for  their  minor  children.  It  is  not  an  entitlement. 

Capitation 

A method  of  payment  for  health  services  in  which  an  individual  or 
institutional  provider  is  paid  a fixed  amount  for  each  person 
ser\^ed,  without  regard  to  the  actual  number  or  nature  of  services 
provided  to  each  person  in  a set  period  of  time.  Capitation  is  the 
characteristic  payment  method  in  certain  health  maintenance 
organizations. 

Can'e-Oiit 

An  arrangement  whereby  an  employer  eliminates  coverage  for  a 
specific  category  of  ser\dces  (e.g.,  vision  care,  mental 
health/ psychological  services  and  prescription  drugs)  and 
contracts  with  a separate  set  of  providers  for  those  services 
according  to  a predetermined  fee  schedule  or  capitation 
arrangement.  Car\^e-out  may  also  refer  to  a method  of 
coordinating  dual  coverage  for  an  individual. 

Case  Management 

The  monitoring  and  coordination  of  treatment  rendered  to  patients 
with  specific  diagnosis  or  requiring  high-cost  or  extensive  ser\’ices. 

Case  Mix 

A measure  of  the  mix  of  cases  being  treated  b\’  a particular  health 
care  providers  that  is  intended  to  reflect  the  patients'  different 
needs  for  resources. 

Clianty  Care 

Generally  refers  to  physician  and  hospital  ser\’ices  provided  to 
persons  who  are  unable  to  pav  tor  the  cost  of  services,  especially 
those  who  are  low-income,  uninsured  and  underinsured. 

Chronic  Care 

Care  and  treatment  rendered  to  individuals  whose  health  problems 
are  of  a long-term  and  continuing  nature. 

Clinic 

A facilit)-,  or  part  of  one,  devoted  to  diagnosis  and  treatment  of 
outpatients. 

Community -based 
Care 

The  blend  of  health  and  scKial  sen  ices  provided  to  an  individual 
or  famih  in  their  place  ot  residence  for  the  purpose  of  promoting, 
maintaining  or  restoring  health  or  minimizing  the  effects  of  illness 
and  disabilitv. 
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Community 
Oriented  Primary 
Care 

A approach  to  providing  primary  care  services  that  systematically 
identifies  and  addressed  health  problems  in  a defined  population. 
Interventions  may  include  both  medical  and  non-medical 
interventions  to  meet  the  health  care  needs  of  the  population. 

Consumer 

One  who  may  receive  or  is  receiving  health  services. 

Co-Payment 

That  portion  of  a claim  or  medical  expense  which  a member  (or 
covered  insured)  must  pay  out  of  his  or  her  own  pocket.  Usually  a 
fixed  amount. 

Cost-Shifting 

The  condition  that  occurs  when  health  care  providers  are  not 
reimbursed  or  not  fully  reimbursed  for  providing  health  care  so 
charges  to  those  who  pay  must  be  increased.  Typically  results 
from  providing  health  care  to  the  medicalh'  indigent  or  the 
Medicare  patients. 

County  Medical 
Assistance  Program 
(CMAP) 

CMAP  is  San  Francisco's  program  for  patients  who  are  found  to 
have  no  financial  sponsorship  and  are  indigent,  or  who  have 
limited  income  and  would  otherwise  be  unable  to  pay  for  the  cull 
costs  of  their  medical  services.  The  are  assessed  for  services  on  a 
sliding  fee  scale. 

Covered 
Life /Enrolled 
Member 

Term  used  by  managed  care  organizations  to  describe  individuals 
enrolled  in  an  organization.  Each  member  of  a family  enrolled  in  a 
managed  care  organization  is  considered  a separate  covered  life. 

Crowd-Out 

The  possibility-  that  some  people  will  substitute  public  insurance 
for  private  insurance,  or  that  employers  will  fail  to  offer  insurance 
to  reduce  their  contributions  to  coverage  because  a public 
insurance  plan  is  available. 

Deductible 

That  portion  of  a subscriber's  (or  member's)  health  care  expenses 
that  must  be  paid  out-of-pocket  before  any  insurance  coverage 
applies. 

Disease 

A failure  of  the  adaptive  mechanisms  of  an  organism  to  counteract 
adequately,  normally  or  appropnatclv  to  stimuli  and  stresses  to 
which  it  IS  subjected,  resulting  in  a disturbance  in  the  function  or 
structure  of  some  part  of  the  organism 
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Efficiency 

"Productive"  efficiency  describes  the  performance  of  a service  or 
delivery  of  medical  care  of  a given  quality  with  the  least 
expenditure  of  resources.  "Allocative"  efficiency  concerns  not  only 
whether  care  is  provided  as  cheaply  as  possible  given  its  costs  and 
quality,  but  also  whether  the  costs  expended  for  the  additional  care 
are  worth  the  benefits  to  be  gained. 

Employee 
Retirement  Income 
Security  Act 
(ERISA) 

A 1994  federal  act  that  established  new  standards  and 
reporting/  disclosure  requirements  for  employer-funded  pension 
and  health  benefits  programs.  To  date,  self-funded  health  benefit 
plans  operating  under  ERISA  have  been  held  to  be  exempt  from 
state  insurance  laws. 

Employer-Based 
Health  Coverage 

Health  insurance  coverage  offered  by  employers  on  behalf  of  their 
employees.  The  cost  of  this  insurance  is  either  fully  or  partiallv 
covered  by  the  employer.  The  coverage  is  sometimes  extended  to 
the  employee's  dependents;  however,  this  is  usually  done  at 
increased  cost  to  the  employee. 

Fee-For-Seri'ice 

Method  of  billing  for  health  services  under  which  a physician  or 
other  practitioner  charges  separately  for  each  patient  encounter  or 
ser\’ice  rendered.  Under  a fee-for-service  payment  system, 
expenditures  increase  if  the  fees  themselves  increase,  if  more  units 
of  ser\’ice  are  provided  or  if  more  expensive  ser\-ices  are 
substituted  for  less  expensive  ones. 

Health 

The  state  of  complete  physical,  mental  and  social  well-being  and 
not  merely  the  absence  of  disease  or  infirmity.  Health  has  many 
dimensions  (anatomical,  physiological  and  mental)  and  is  largely 
culturallv  defined.  The  relative  importance  of  various  disabilities 
will  differ  depending  upon  the  cultural  milieu  and  the  role  of  the 
affected  individual  in  that  culture.  Most  attempts  at  measurement 
have  been  assessed  in  terms  of  morbidiU-  and  mortality. 

Health  Care 

Financing 

Administration 

The  federal  government  agency  within  the  Department  of  Health 
and  Human  Ser\-ices  which  directs  the  Medicare  and  Medicaid 
programs  and  conducts  research  to  support  those  programs. 

Health  Insurance 

Financial  protection  against  the  medical  care  costs  arising  from 
disease  or  accidental  bodih  in)ur\  . Such  insurance  usually  covers 
all  or  part  of  the  medical  costs  of  treating  the  disease  or  injur)  . 
Insurance  may  be  obtained  on  either  an  individual  or  a group 
basis 
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Health  Insurance 

Purchasing 

Cooperatives 


Health 

Maintenance 

Organization 


Health  Promotion 


Health  Status 


Hospital 


Public  or  private  organizations  which  secure  health  insurance 
coverage  for  the  workers  of  all  member  employers  and  make  that 
coverage  more  affordable  by  spreading  risk  over  a larger 
population.  The  creation  of  these  large  risk  pools  give  small 
employers  greater  bargaining  clout  with  health  insurers,  plans  and 
providers,  approximating  that  traditionally  enjoyed  by  large 
businesses.  Furthermore,  pooling  of  purchasing  power  reduced 
the  administrative  costs  of  buying,  selling  an  managing  insurance 
policies.  Private  cooperatives  are  voluntary  associations  of 
employers  in  a metropolitan  area  who  band  together  to  purchase 
insurance  for  their  employees.  Public  cooperatives  were 
established  by  state  governments  to  purchase  for  state  employees, 
county  and  municipal  workers  and  other  public  entities. 

An  entity  with  four  essential  attributes:  (1)  an  organized  system 
providing  health  care  in  a geographic  area,  which  accepts  the 
responsibility  to  provide  or  otherwise  assure  the  delivery  of,  (2)  an 
agreed  upon  set  of  basic  and  supplemental  health  maintenance  and 
treatment  of  services  to,  (3)  a voluntarily  enrolled  group  of  persons 
and  (4)  for  which  services  the  entity  is  reimbursed  through  a 
predetermined  fixed,  periodic  pre-pavment  made  bv,  or  on  behalf 
of,  each  person  or  family  unit  enrolled. 

Any  combination  of  health  education  and  related  organizational, 
political  and  economic  inter\’entions  designed  to  facilitate 
behavioral  and  environmental  adaptations  that  will  improve  or 
protect  health. 

The  state  of  health  of  a specified  individual,  group  or  population. 

It  may  be  measured  bv  obtaining  proxies  such  as  people's 
subjective  assessments  of  their  health,  by  one  or  more  indicators  of 
mortality  and  morbidity  in  the  population  or  by  using  the 
incidence  or  prevalence  of  major  diseases  Health  status  is  the 
outcome  measure  for  the  effectiveness  of  a specific  population's 
medical  care  system. 

An  institution  whose  pnmar\-  function  is  to  provide  inpatient 
diagnosis  and  therapeutic  services  for  a variet\-  of  medical 
conditions,  both  surgical  and  non-surgical  In  addition,  most 
hospitals  provide  some  outpatient  ser\  ices,  particularl\  emergency 
care. 
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Indemnity 

Health  insurance  benefits  provided  in  the  form  of  cash  payments 
rather  than  services.  An  indemnity  insurance  contract  usually 
defines  the  maximum  amounts  which  will  be  paid  for  the  covered 
services. 

Indigent  Care 

Health  services  provided  the  poor  or  those  unable  to  pay.  Since 
may  indigent  patients  are  not  eligible  for  federal  or  state  programs, 
the  costs  which  are  covered  by  Medicaid  are  generally  recorded 
separately  from  indigent  care  costs. 

Indigent  Care 
Funding 

Indigent  care  funding  refers  to  local  and  state  dollars  allocated  to 
provide  health  care  services  to  persons  who  are  indigent  or  who 
are  uninsured.  For  the  purposes  of  this  analvsis,  this  includes  State 
Realignment,  Proposition  99  Tobacco  Tax  Revenues  and  CCSF 
General  Fund. 

Individual  Health 
Insurance  Market 

Health  care  coverage  market  that  enables  persons  to  purchase 
health  insurance  if  they  are  unable  to  access  coverage  through  an 
employer  or  are  ineligible  for  publicly-funded  health  care. 

Inpatient 

A person  who  has  been  admitted  at  least  overnight  to  a hospital  or 
other  health  facility  for  the  purposes  of  receiving  diagnostic 
treatment  or  other  health  services 

Medicaid  (known  as 
Medi-Cal  in 
Cjilifomia) 

A federally-aided,  state-operated  and  administered  program  which 
provides  medical  benefits  for  certain  indigent  or  low-income 
persons  in  need  of  health  and  medical  serv  ices  The  program  is 
basically  for  the  poor.  It  does  not  cover  all  of  the  poor,  however, 
but  only  persons  who  meet  specified  eligibility-  criteria. 

Medicallu  huiigent 

People  who  cannot  aftord  needed  health  care  because  of 
insufficient  income  and/or  lack  of  adequate  health  insurance 

Meduare 

A federal  health  insurance  program  for  p>eople  aged  65  and  over, 
for  persons  eligible  for  social  security-  disability  payments  and  for 
certain  workers  and  their  dependents  with  disabilities  It  consists 
of  tv\’o  separate  but  coordinated  programs  hospital  insurance  (Part 
A)  and  supplemental  medical  insurance  (Part  B) 
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Need 

In  health  services,  need  has  a normative  connotation  (i.e.,  the 
amount  of  a good  or  service  which  should  be  consumed).  Because 
of  the  technical  nature  of  medical  care  this  value  judgment  is 
generally  made  by  the  health  professional,  rather  than  the 
consumer  of  the  services.  In  health  planning,  need  is  the 
appropriate  amount  of  health  facilities  and  services  required  for  a 
given  area. 

Outpatient 

A patient  who  receives  ambulatory  care  at  a hospital  or  other 
facilities  without  being  admitted  into  the  facility.  Usually,  it  does 
not  mean  people  receiving  services  from  a physician's  office  or 
other  program  which  also  does  not  provide  inpatient  care. 

PMPM 

Per  member,  per  month.  Specifically  applies  to  a revenue  or  cost 
for  each  enrolled  member  each  month. 

Prwinn/  Care 

Basic  or  general  health  care  focused  on  the  point  at  which  a patient 
ideally  first  seeks  assistance  from  the  medical  care  system. 

Primary  care  is  considered  comprehensive  when  the  primary 
provider  takes  responsibility  for  the  overall  coordination  of  the 
care  of  the  patient's  health  problems,  be  they  biological,  behavioral 
or  social. 

Pnmnnj  Care 
Provider 

The  practitioner  in  managed  care  organizations  who  is  an 
individual's  regular  provider  and  also  determines  whether  the 
presenting  patient  needs  to  see  a specialist  or  requires  other  non- 
routine seiA’ices. 

Pnmarxf  Prez'ention 

The  prevention  of  an  illness  or  disease  before  any  symptoms 
manifest  themselves. 

Provider 

Hospital  or  licensed  health  care  professional,  or  group  of  hospitals 
or  health  care  professionals  that  provide  health  care  services  to 
patients.  May  also  refer  to  medical  supply  firms  and  vendors  of 
durable  medical  equipment. 

Public  Good 

A good  or  seiA'ice  whose  benefits  may  be  provided  to  a group  at  no 
more  costs  than  that  required  to  provide  it  for  one  person  The 
benefits  of  the  good  are  indivisible  and  individuals  cannot  be 
excluded. 
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Public  Health 

The  science  dealing  with  the  protection  and  improvement  of 
community  health  by  organized  community  effort.  Public  health 
activities  are  generally  those  which  are  less  amenable  t being 
undertaken  by  individuals  or  which  are  less  effective  when 
undertaken  on  an  individual  basis  and  do  not  typically  include 
direct  personal  health  services. 

Purchasing 
Allian  ce/Program 

Mechanism  by  which  employers  pool  funds  together  to  buy  health 
care  services  for  their  employees.  Allows  employers  to  leverage 
their  funding  and  obtain  a reduction  in  the  health  care  premium 
due  to  volume  (i.e.,  increased  number  of  employees). 

Quail  h/  of  Care 

Can  be  defined  as  a measure  o the  degree  to  which  delivered 
health  services  meet  established  professional  standards  and 
judgments  of  value  to  the  consumer.  Quality  may  also  be  seen  as 
the  degree  to  which  actions  taken  or  not  taken  maximize  the 
probability  of  beneficial  health  outcomes  and  minimize  risk  and 
other  untoward  outcomes,  given  the  existing  state  of  medical 
science  and  art.  Qualit\-  is  frequently  described  as  having  three 
dimensions:  (1)  quality  of  input  resources,  (2)  qualit\-  of  the  process 
of  services  delivery  and  (3)  qualit)’  of  outcome  of  service  use. 

Risk  or  Risk  Factor 

Risk  is  used  to  quantify  the  likelihood  that  something  will  occur.  A 
risk  factor  is  something  which  either  increases  or  decreases  an 
individual's  risk  of  developing  a disease.  However,  it  does  not 
mean  that,  if  exposed,  an  individual  will  definitely  contract  a 
particular  disease. 

Risk  Adjustment 

A process  bv  which  premium  dollars  are  shifted  from  a plan  with 
relatively  healthy  enrollees  to  another  with  sicker  members  It  is 
intended  to  minimize  any  financial  incentives  health  plans  may 
have  to  select  healthier  than  average  enrollees.  In  this  process, 
health  plans  which  attract  higher  risk  providers  and  members 
would  be  compensated  for  any  differences  in  the  proportion  of 
their  members  that  require  high  levels  of  care  compared  to  other 
plans. 

Risk  Selection 

Occurrence  when  a disproportionate  share  of  high  or  low  users  of 
care  join  a health  plan 

Safety  Net 


San  Francisco 
Health  Service 
System 


Scope  of  Benefits 

Self-Funding  of 
Health  Benefits 


Small  Employer 


Stop  Loss 


Uncompensated 

Care 


Undennsured 


Term  designates  those  providers  and  health  care  facilities  which 
have  historically  provided  health  care  services  to  low-income, 
uninsured  and  indigent  persons.  Generally  these  provider  are 
public  or  community-based,  non-profit  providers.  Safety  net 
providers  have  limited  funding  to  provide  services  to  these 
populations. 

The  Health  Service  System  is  a division  of  the  Department  of 
Human  Resources.  It  provides  active  and  retired  employees  of  the 
City  and  County  of  San  Francisco,  Unified  School  District  and 
Community  College  District  and  their  eligible  family  members  the 
highest  qualit)^  and  most  comprehensive  employee  benefit 
programs  possible  at  the  most  reasonable  cost. 

Health  care  services  covered  by  an  insurance  plan. 

An  employer  or  group  of  employers  sets  aside  funds  to  cover  the 
costs  of  health  benefits  for  their  employees.  Benefits  may  be 
administered  by  the  employer(s)  or  handled  through  an 
administrative  service  only  agreement  with  an  insurance  carrier  or 
third-part}-  administrator. 

Defined  in  California  law  as  businesses  with  at  least  two  (2)  but  no 
more  than  fifty  (50)  employees.  This  definition  does  not  include 
those  individuals  who  are  self-employed  and  employ  no  workers. 
Purchase  of  insurance  that  covers  expenditures  above  a certain 
aggregate  claim  level  and/or  covers  catastrophic  illness  or  injury 
when  individual  claims  reach  a certain  dollar  threshold. 

Serv  ice  provided  by  physicians  and  hospitals  for  which  no 
payment  is  received  from  the  patient  or  from  third-part}  payers. 
Some  costs  for  these  services  may  be  covered  through  cost-shifting 
Not  all  uncompensated  care  results  from  charity  care.  It  includes 
bad  debts  from  p>ersons  who  are  not  classified  as  charit}-  cased  but 
who  are  unable  or  unwilling  to  pay  their  bills. 

People  with  public  or  private  insurance  policies  that  do  not  cover 
all  necessar}-  medical  scr\  ice,  resulhng  in  out-of-pocket  expenses 
that  exceed  their  abilit}  to  pay. 
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Underwriting 

Underwriting  has  two  different  meanings.  In  one  definition,  it 
refers  to  bearing  the  risk  for  something  (i.e.,  a policy  is 
underwritten  by  an  insurance  company).  In  another  definition,  it 
refers  to  the  analysis  of  a group  that  is  done  to  determine  rates,  or 
to  determine  if  the  group  should  be  offered  coverage  at  all. 

Uninsured 

People  who  lack  public  or  private  health  insurance. 

Utilization 

Use;  commonly  examined  in  terms  of  patterns  or  rates  of  use  of  a 
single  service  or  ty^pe  of  service  (e.g.,  hospital  care,  physician  visits, 
prescription  drugs).  Use  is  also  expressed  in  rates  per  unit  of 
population  at  risk  for  a given  period. 

Wellness 

A dynamic  state  of  physical,  mental  and  social  well-being.  A way 
of  life  which  equips  the  individual  to  realize  the  full  potential  of  his 
or  her  capabilities  and  to  overcome  and  compensate  for 
weaknesses.  Wellness  has  been  viewed  as  the  result  of  four  kev 
factors  over  which  an  individual  has  var\ung  degrees  of  control; 
human  biolog}’,  environment,  health  care  organization  (system) 
and  lifestv’le. 

This  glossary  was  compiled  using  the  following  sources  for  definitions: 

• Glossnn/  of  Terms  as  Commonly  Used  in  Health  Care  by  Alpha  Center,  1995 

• Managed  Care  Pnmer  ~ Glossary  of  Terms,  Jargon  and  Common  Acronyms  by  KPMG 
Peat  Marv\’ick 
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APPENDICES 


Appendix  A 


THE  1998  HHS  POVERTY  GUIDELINES 


One  Version  of  the  (U.S.)  Federal  Poverty  Measure 

There  are  two  slightly  different  versions  of  the  federal  poverty  measure: 

• the  poverty  thresholds,  and 

• the  poverty  guidelines. 

The  poverty  thresholds  are  the  original  version  of  the  federal  poverty  measure.  They 
are  updated  each  year  by  the  Census  Bureau  (although  they  were  originally  developed 
by  Mollie  Orshansky  of  the  Social  Security  Administration).  The  thresholds  are  used 
mainly  for  statistical  purposes  - for  instance,  preparing  estimates  of  the  number  of 
Americans  in  poverty  each  year. 

The  poverty  guidelines  are  the  other  version  of  the  federal  poverty  measure.  They  are 
issued  each  year  in  the  Federal  Register  by  the  Department  of  Health  and  Human 
Services  (HHS).  The  guidelines  are  a simplification  of  the  poverty  thresholds  for  use  for 
administrative  purposes  - for  instance,  determining  financial  eligibility  for  certain 
federal  programs.  (The  full  text  of  the  Federal  Register  notice  with  the  1998  poverty 
guidelines  is  available  here.) 


1998  HHS  Poverty  Guidelines 

Size  of 

48  Continuous 

Alaska 

Hawaii 

Family  Unit 

States  and  D.C. 

1 

$8,050 

$10,070 

$9,260 

2 

10.850 

13.570 

12.480 

3 

13.650 

17.070 

15.700 

4 

16.450 

20.570 

18.920 

5 

19,250 

24.070 

22.140 

6 

22.050 

27.570 

25.360 

7 

24.850 

31,070 

28.580 

8 

27.650 

34.570 

31.800 

For  each  additional 
person,  add 

2.800 

3.500 

3:220 

SOURCE:  Federal  Register,  Vol.  63.  No.  36.  February  24.  1998.  pp. 
9235*9238 
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Apendix  B 

Senate  Bill  No.  155^ 

CHAPTER  916 


An  act  to  add  Chapter  9 (commencing  with  Section  10800)  to  Par 
2 of  Division  2 of  the  Insurance  Code,  relating  to  health  insurance 

[Approved  by  Govembr  September  25, 1996.  Filed 
with  Secretary  of  State  September  26, 1996.] 

LEGISLATIVE  COUNSEL’S  DIGEST 

SB  1559,  Peace.  Health  insurance. 

Existing  law  provides  for  the  provision  of  health  insurance 
coverage  and  similar  health  benefit  coverage  through  carriers  such 
as  disability  insurers,  nonprofit  hospital  service  plans,  and  health  car 
service  plans,  and  provides  for  the  regulation  of  insurers  by  the 
Insurance  Commissioner,  and  for  the  regulation  of  health  care 
service  plans  by  the  Department  of  Corporations. 

Existing  law  provides  for  the  marketing  of  health  insurance  in 
various  ways,  including  by  insurance  agents  and  brokers.  Existing  law 
specifically  regulates  the  health  coverage  provided  by  carriers  to 
small  employers,  and  requires  the  filing  of  various  information  with 
regulatory  authorities,  and  the  offering  of  plan  designs  to  all  small 
employers. 

This  bill  would  authorize  the  formation  of  purchasing  alliances,  to 
be  formed  by  individuals,  partnerships,  corporations,  or  trusts  for  the 
purpose  of  providing  health  benefits  to  employers,  small  employers, 
and  their  employees.  The  bill  would  authorize  the  purchasing 

alliances  to  offer  various  forms  of  coverage. 

The  bill  would  require  purchasing  alliances  to  meet  certain  criteria 
and  to  be  certified  by  the  Insurance  Commissioner.  The  bill  would 

provide  that  participating  carriers  that  provide  coverage  through 
purchasing  alliances  would  be  subject  to  all  laws  that  regulate  health 
care  coverage  or  medical  benefits  provided  to  employers,  as 
specified. 

The  bill  would  provide  that  the  violation  of  specified  orders  of  the 
Insurance  Commissioner  would  be  a misdemeanor  and  thus  the  bill 
would  impose  a state-mandated  local  program. 

The  California  Constitution  requires  the  state  to  reimburse  local 
agencies  and  school  districts  for  certain  costs  mandated  by  the  state. 
Statutory  provisions  establish  procedures  for  making  that 

reimbursement 

This  bill  would  provide  that  no  reimbursement  is  required  by  this 

act  for  a specified  reason. 

The  bill  would  require  specified  reports  by  the  Bureau  of  State 
Audits. 
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The  people  of  the  State  of  California  do  enact  as  follows: 

SECTION  1.  Chapter  9 (commencing  with  Section  10800)  is 
added  to  Part  2 of  Division  2 of  the  Insurance  Code,  to  read: 

Chapter  9.  The  Private  Health  Care  Voluntary  Purchasing 
Alliance  Act 

Article  1.  General 

10800.  This  chapter  shall  be  known  as  the  Private  Health  Care 
Voluntary  Purchasing  Alliance  Act 

10801.  The  purpose  of  this  chapter  is  to  improve  the  competition 
in  the  pricing  and  delivering  of  health  care  coverage  for  employers 
and  smdl  employers.  It  does  so  by  allowing  for  the  establishment  of 
private  competing  purchasing  alliances  through  which  eligible 
employers  or  small  employers  can  purchase  health  coverage. 
Another  goal  is  to  avoid  jurisdictional  confusion  by  clarifying  the 
respective  roles  and  jurisdiction  of  existing  regulatory  agencies  and 
a purchasing  alliance.  This  chapter  provides  a mechanism  for 
employers  or  small  employers  to  join  together  solely  for  the  purpose 
of  procuring  health  coverage  and  operates  as  an  exception  to  existing 
false  group  or  fictitious  group  laws. 

10802.  This  chapter  is  also  intended  to  provide  a meaningful 
choice  of  high  quality,  fairly  priced  health  care  providers,  and  health 
care  coverage  for  participating  employers  and  employees  of  a 
purchasing  alliance  tlu-ough  a system  that  is  fair,  efficient,  and 
accountable  to  its  members  and  includes  procedural  and  substantive 
protections. 

10803.  It  is  envisioned  that  a purchasing  alliance  will  contract 
with  qualified  group  carriers  to  provide  a meaningful  choice  of 
carriers  providing  health  benefit  plans  or  ancillary  benefit  plans  to 
purchasing  alliance  participants. 

Article  2.  Definitions 

10810.  As  used  in  this  chapter 

(a)  “Ancillary  benefit  plan”  means  a policy  or  contract  written  or 
administered  by  a participating  carrier  that  covers  dental  or  vision 
benefits  for  the  covered  eligible  employees  of  an  employer  or  small 
employer  and  their  dependents. 

“Appropriate  Regulatory  Authority”  means  the  Department 
of  Insurance  except  for  health  care  service  plans,  in  which  case  it 
means  the  Department  of  Corporations. 

(c)  “Benefit  plan  design”  means  a specific  health  coverage 
product  issued  by  a carrier  to  employers  or  small  employers,  to 
trustee^  of  associations,  or  to  individuals  if  the  coverage  is  offered 
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through  employment  or  sponsored  by  an  employer  or  small 
employer.  It  includes  the  services  covered  and  the  levels  of 
copayment  and  deductibles. 

(d)  “Board”  means  the  governing  body  of  the  purchasing  alliance. 
This  term  shall  include  the  board  of  directors  of  a nonprofit 
corporation  or  trust,  a for-profit  corporation,  the  general  partners  of 
a partnership,  or  a sole  proprietor. 

(e)  “Carrier”  means  any  licensed  disability  insurance  company  or 
licensed  health  care  service  plan  or  any  other  entity  that  writes, 
issues,  or  administers  any  health  benefit  plan  or  ancillary  benefit  plan 
to  employers  or  small  employers  in  this  state. 

(f)  “Commissioner”  means  the  Insurance  Commissioner,  who 
shall  have  regulatory  jurisdiction  over  purchasing  alliances. 

(g)  “Dependent”  has  the  same  meaning  as  in  the  subdivision  (a) 
of  Section  1357  of  the  Health  and  Safety  Code  and  in  subdivision  (e) 
of  Section  10700  of  this  code. 

(h)  “Eligible  employee”  means  any  permanent  employee  who  is 
actively  engaged  on  a full-time  basis  in  the  conduct  of  business  of  the 
employer  or  small  employer  and,  who  has  satisfied  any  employer  or 
small  employer  waiting  period  requirements.  The  term  includes  sole 
proprietors  or  partners  of  a partnership  if  they  are  actively  engaged 
on  a full-time  basis  in  the  employer’s  or  small  employer’s  business,  but 
does  not  include  employees  who  work  on  a part-time,  temporary,  or 
substitute  basis. 

(i)  “Employer”  means  any  corporation,  partnership,  sole 
proprietorship,  or  other  business  entity  doing  business  in  this  state 
that  may  be  eligible  to  participate  in  a purchasing  alliance.  The  term 
“employer”  shall  not  include  “small  employer”  as  defined  in 
subdivision  (s). 

(j)  “Enrollee”  means  an  eligible  employee  or  a dependent  of  an 
eligible  employee  who  is  erut)lled  in  a health  benefit  plan  or  ancillary 
benefit  plan  offered  through  the  purchasing  alliance  by  a 
participating  carrier. 

(k)  “Health  benefit  plan"  means  a policy  or  contract  written  or 
administered  by  a participating  carrier  that  arranges  or  provides 
health  care  benefits  for  the  covered  eligible  employees  of  an 
employer  or  small  employer  and  their  dependents.  The  term  does 
not  include  accident  only,  credit,  dental,  vision,  disability  income,  or 
long-term  care  insurance,  coverage  issued  as  a supplement  to  liability 
insurance,  automobile  medical  payments  insurance,  or  insurance 
under  which  benefits  are  payable  with  or  without  regard  to  fault  and 
is  statutorily  required  to  b«  continued  in  any  liability  insurance  polic 
or  equivalent  self-insurance. 

(/)  “Management  company”  means  the  company  under  contract 
to  the  purchasing  alliance  to  provide  managerial  services  for  the 
operation  of  the  purchasing  alliance. 
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(m)  “Participating  carrier”  means  a carrier  that  contracts  with  a 
purchasing  alliance  to  provide  coverage  to  enrollees  under  a health 
benefit  plan  or  ancillary  benefit  plan. 

(n)  “Participating  employer”  means  an  employer  or  small 
employer  who  contracts  with  a purchasing  alliance  to  provide 
coverage  to  the  employer’s  or  small  employer’s  employees. 

(o)  “Purchasing  ^ance”  means  a non-risk-bearing  entity  issued 

a certificate  of  registration  pursuant  to  this  chapter  to  provide  health 
benefits  through  multiple  unaffiliated  participating  carriers  to 
multiple . participating  employers,  small  employers  and  their 

employees  within  this  state  as  authorized  by  the  commissioner.  That 
entity  shall  include  nonprofit  corporations,  for-profit  corporations, 
trusts,  partnerships,  and  sole  proprietorships. 

(p)  “Risk  adjustment  factor”  for  small  employer  benefit  plan 
designs  and  contracts  has  the  same  meaning  as  in  subdivision  (j)  of 
Section  1357  of  the  Health  and  Safety  Code  and  in  subdivision  (u)  of 
Section  10700  of  this  code. 

(q)  “Service  region”  means  that  portion  of  the  stale,  designated 

by  the  commissioner  pursuant  to  regulations  as  described  in  this 
chapter  in  which  each  purchasing  alliance  must  fairly  and 

affirmatively  offer,  market,  and  sell  all  of  the  health  benefit  plan 
designs  offered  through  the  purchasing  alliance  that  arc  sold  or 
offered  to  a small  employer  to  all  small  employers. 

(r)  “Small  employer”  has  the  same  meaning  as  in  paragraph  (1) 
of  subdivision  (/)  of  Section  1357  of  the  Health  and  Safety  Code  and 
in  paragraph  (1)  of  subdivision  (w)  of  Section  10700  of  this  code. 

(s)  “Third-party  administrator”  means  the  company  contracted 
by  the  purchasing  alliance  to  provide  administrative  services  for  the 
purchasing  alliance  and  that  is  licensed  to  provide  those  services  by 
the  department  pursuant  to  Section  1759.10. 

Article  3.  Regulation 

10820.  (a)  The  commissioner  shall  regulate  the  establishment 
and  conduct  of  purchasing  alliances  as  set  forth  in  this  chapter. 

(b)  No  person  or  entity  may  market,  sell,  offer,  or  contract  for  a 
package  of  one  or  more  health  benefit  plans  underwritten  by  two  or 
more  carriers  to  two  or  more  employers  or  small  employers  or  their 
eligible  employees  within  a purchasing  alliance  without  first  being 
registered  by  the  commissioner  pursuant  to  this  dinner.  This 
subdivision  does  not  apply  to  entities  licensed  by  the  Department  of 
Corporations  as  health  care  service  plans  or  entities  licensed  by  the 
Department  of  Insurance  as  disability  insurers  except  that  no 
licensed  health  care  service  plan  or  licensed  disability  insurer  may  be 
registered  with  the  commissioner  as  a purchasing  alliance.  This 
chapter  does  not  apply  to  any  entity  exempt  pursuant  to  Section 
1349.2  of  the  Health  and  Safety  Code. 


t7 


B4 


r 


— 5 — 


Ch.  916 


(c)  A person  or  entity  not  registered  by  the  commissioner  as  a 
purchasing  alliance  and  engaged  in  the  purchase,  sale,  marketing  or 
distribution  of  health  insurance  or  health  care  benefit  plans  shall  not 
hold  itself  out  as  an  alliance,  health  insurance  purchasing  alliance, 
purchasing  alliance,  health  alliance,  health  insurance  purchasing 
cooperative,  or  purchasing  cooperative,  or  otherwise  use  a 
conftisingly  similar  name. 

(d)  The  commissioner  shall  establish  six  geographic  service 

regions  throughout  which  all  purchasing  alliances  shall  operate. 
These  regions  shall  be  established  with  no  region  smaller  than  an  area 
in  which  the  first  three  digits  of  all  its  postal  ZIP  Codes  are  in  commo 
within  a county  and  shall  divide  no  county  into  more  than  two  service 
regions.  Geographic  service  regions  established  pursuant  to  this 
section  shall,  as  a group,  cover  the  entire  state,  and  the  areas 
encompassed  in  geographic  service  regions  shall  be  separate  and 

distinct  from  regions  encompassed  in  other  geographic  service 
regions.  Geographic  service  regions  may  be  noncontiguous. 

(e)  Nothing  in  this  chapter  shall  be  deemed  to  be  in  conflict  with 
or  limit  the  duties  and  powers  granted  to  the  commissioner  under  the 
laws  of  this  state. 

(f)  Purchasing  alliances  shall  report  to  the  commissioner  any 
suspected  or  alleged  law  violations  of  this  chapter. 

(g)  Violations  of  this  chapter  shall  be  subject  to  the  penalties 
outlined  hereafter. 

(h)  The  commissioner  shall  adopt  reasonable  rules  and 

regulations  as  are  necessary  to  administer  this  chapter. 

(i)  Nothing  in  this  chapter  shall  be  construed  or  interpreted  to 
apply  to  an  entity  that  has  been  approved  by  the  Commissioner  of 
Corporations,  pursuant  to  Chapter  12  (commencing  with  Section 
1340)  of  Division  2 of  the  Health  and  Safety  Code,  to  act  as  a solicitor 
and  third-party  administrator  with  respect  to  a multiple  carrier  or 
health  care  service  plan  marketing  cooperative  in  which  each  carrier 
or  health  care  service  plan  contracts  directly  with  subscribing  groups 
or  individuals  for  the  provision  of  health  care,  for  the  arranging  f(x 
the  provision  of  health  care,  or  for  the  provision  of  coverage  for 
health  care. 

10821.  (a)  An  entity  seeking  to  obtain  a certificate  of  registration 
to  act  as  a purchasing  alliance  shall  complete  and  file  with  the 
commissioner  an  application  designated  by  the  commissioner.  An 
application  will  not  be  deemed  filed  until  all  information  necessary 
to  properly  process  the  application  has  been  received  by  the 
commissioner. 

(b)  Upon  filing,  the  commissioner  shall  make  a determination 
concerning  the  application  and  provide  notice  of  file  determination 
to  the  applicant  within  180  days  of  the  date  the  application  is  deemed 
filed.  If  approved,  a copy  of  a certificate  of  registration,  in  a form 
(^signed  by  the  commissioner,  shall  be  provided  to  the  purchasing 
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alliance.  The  certificate  of  registration  shall  serve  as  authorization  t 
operate  pursuant  to  this  chapter. 

(c)  A purchasing  alliance  shall  maintain  a minimum  net  worth  of 
forty  thousand  dollars  ($40,000)  plus  one  months  operating  expenses 
as  reserves.  Net  worth  is  defined  as  the  excess  of  admitted  assets  over 
all  liabilities. 

(d)  A purchasing  alliance  shall  at  all  times  maintain  current  assets 
of  at  least  ten  thousand  dollars  ($10,000)  in  excess  of  current 
liabilities,  as  such  current  assets  and  liabilities  may  be  defined 
pursuant  to  regulations  made  by  the  commissioner.  In  making  those 
regulations,  the  commissioner  shall  be  guided  by  generally  accepted 
accounting  principles  followed  by  certified  public  accountants  in  this 
state. 

(e)  The  entity  that  is  seeking  to  obtain  a certificate  of  registration 
to  act  as  a purchasing  alliance  shall  file  with  the  commissioner  the 
following  information  or  documents: 

(1)  At  the  time  of  initial  registration,  the  entity  shall  provide  a 
written  description  as  to  how  the  entity  intends  to  meet  the  public 
policy  objectives  of  increased  access  and  improved  quality  of  health 
care  services. 

The  written  description  shall  also  demonstrate  that  the  purchasing 
alliance  will  have  the  technical  expertise  and  physical  capacity  to 
serve  employers  or  small  employers  and  their  eligible  employees  in 
this  state. 

The  written  description  shall  also  describe  the  scope  of  services  to 
be  offered  in  this  state  and  the  resources  and  expertise  to  be  used  to 
implement  and  administer  those  services. 

(2)  Current  partnership  agreements,  articles  of  incorporation, 
trust  documents,  or  similar  documents  establishing  the  group. 

(3)  Current  bylaws  of  the  group. 

(4)  A statement  of  grievance  procedures  relative  to  the  eligibility, 
enrollment,  premium  collection,  and  administrative  services 
provided  by  the  alliance. 

(5)  A statement  of  enrollment  procedures  and  requirements, 
including  participation  and  contribution  rules  and  requirements. 

(6)  A statement  of  disenroUment  criteria  and  procedures. 

(7)  A statement  of  payment  procedures,  late  payment 

procedures,  and  grace  periods. 

(8)  A purchasing  alliance  shall  demonstrate  to  the  satisfaction  of 

the  commissioner  that  its  governance  makes  it  an  appropriate  and 
effective  representative  of  employers  or  small  employers  and  their 
eligible  employees’  interests  throughout  this  state.  A purchasing 

alliance  shall  organize  and  facilitate  competition  between  multiple 
uiudnUated  carriers. 

(9)  A list  of  owners,  partners,  officers,  and  directors  of  the 

applicant  and  the  contract^  management  company  or  third-party 

administrator,  if  such  are  employed,  and  personal  biographical 
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information  or  firm  descriptions  for  each.  The  owners,  partners, 
officers,  directors,-  and  contracted  managers  and  administrators  shall 
not  have  a prior  record  of  administrative,  civil,  or  criminal  violations 
within  any  financial  service  industry. 

The  personal  biographical  information  and  firm  descriptions  shall 
demonstrate  by  clear  and  convincing  evidence  that  those  involved 
in  the  operation  of  the  alliance  have  the  expertise,  experience,  and 
character  to  effectively  and  professionally  represent  employers  or 
small  employers  and  their  eligible  employees  in  a fiduciary  capacity. 

(10)  Evidence  of  adequate  security  and  prudence  in  the 

accounting,  deposit,  collection,  handling,  and  transfer  of  moneys.  A 
purchasing  jJliance  shall  affirmatively  demonstrate  adequate 

financial  controls  to  the  satisfaction  of  the  commissioner  as  a 
condition  of  being  issued  a certificate  of  registration. 

(11)  A description  of  the  employers  or  small  employers  and  their 

eligible  employees  to  which  the  purchasing  alliance  will  be 
marketing.  A purchasing  alliance  shall  demonstrate  to  the 

satisfaction  of  the  commissioner  that  it  will  fairly  and  affirmatively 
offer,  market,  and  sell  all  of  its  available  small  employer  health 
benefit  plan  products  to  all  small  employers  throughout  all  the 
service  regions  in  this  state. 

(12)  Disclosure  of  any  preexisting  oral  or  written  agreements. 

(13)  Any  other  information  required  by  the  commissioner 

deemed  pertinent  to  the  policies  and  operation  of  the  alliance. 

(f)  Thirty  days  prior  to  any  amendment  or  modification  to  any  of 
the  documents  submitted  pursuant  to  subdivision  (e),  the  alliance 
shall  file  with  the  commissioner  a copy  of  the  amended  or  modified 
document  Any  amendment  or  modification  shall  be  deemed 

approved  if  the  commissioner  has  not  disapproved  the  document 
within  30  days. 

10821.5.  (a)  The  purchasing  alliance  shall  fiiinish  an  aimual 

financial  audit  to  the  commissioner  on  the  forms  provided  by  the 
commissioner.  The  aimual  financial  audit  may  be  filed  either  on  a 
calendar  year  basis  on  or  before  March  31,  or,  if  approved  in  writing 
by  the  commissioner  in  respect  to  any  individual  purchasing  alliance, 
on  a fiscal  year  basis  on  or  before  90  days  after  the  end  of  the  fiscal 
yean  The  deadline  for  filing  the  annual  audit  may  be  extended  by  the 
commissioner  for  good  cause,  as  determined  by  the  commissioner  for 
a period  cot  to  exceed  60  days.  Failure  to  submit  an  audit  on  time,  or 

within  any  extended  time  that  the  commissioner  may  grant,  shall  be 

grounds  for  an  order  by  the  commissioner  to  prohibiting  the  alliance 
from  accepting  any  new  business  pursuant  to  this  section.  The  audits 
shall  be  private,  except  that  a synopsis  of  the  balance  sheet  on  a form 
prescribed  by  the  commissioner  may  be  made  available  to  the  public 
upon  request  The  audits  shall  be  conducted  and  prepared  in 
accordance  with  generally  accepted  auditing  standards  by  an 
independent  certified  public  accountant  or  independent  licensed 
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public  accountant  whose  certification  or  license  is  in  good  standing 
at  the  time  of  the  preparation.  The  fee  for  filing  of  the  audit  shall  be 
three  hundred  thirteen  dollars  ($313).  Any  purchasing  alliance  that 
fails  to  file  any  audit  or  other  report  on  or  before  the  date  it  is  due  shal 
pay  to  the  commissioner  a penalty  fee  of  one  hundred  eighteen 
dollars  ($118)  payable  within  30  days  of  the  due  date  of  the  audit  and 
on  failure  to  pay  that  fine  or  any  fee  or  file  the  audit  required  by  this 
section,  shall  forfeit  the  privilege  of  accepting  new  business  until  the 
delinquency  is  corrected.  The  commissioner  may  refuse  to  accept  an 
audit  or  order  a new  audit  for  any  of  the  following  reasons: 

(1)  Adverse  result  in  any  proceeding  before  the  state  board  of 
accountancy  affecting  the  auditor’s  license. 

(2)  The  auditor  has  an  affiliation  with  the  purchasing  alliance  or 
any  of  its  officers  or  directors  which  could  prevent  his  or  her  reports 
on  the  purchasing  alliance  from  being  reasonably  objective. 

(3)  The  auditor  has  been  convicted  of  any  misdemeanor  or  felony 
based  on  his  or  her  activities  as  an  accountant 

(4)  Judgment  adverse  to  the  auditor  in  any  civil  action  finding  him 
or  her  guilty  of  fraud,  deceit  or  misrepresentation  in  the  practice  of 
his  or  her  profession. 

(b)  Financial  and  performance  audits  or  examinations  of  the 
purchasing  alliance  shall  be  conducted  by  the  commissioner  once 
every  two  years.  The  cost  of  the  examinations  or  audits  are  to  be  paid 
by  the  purchasing  alliance.  The  commissioner  may  impose  conditions 
on  registration,  or  continued  registration  to  remedy  compliance  or 
performance  problems. 

(c)  At  any  time  the  corrunissioner  determines,  after  notice  and 
hearing,  that  a purchasing  alliance  registered  under  this  article  has 
willfully  failed  to  comply  with  any  of  the  provisions  of  this  section,  the 
commissioner  shall  make  his  or  her  order  prohibiting  the  purchasing 
alliance  from  conducting  its  business  for  a period  not  to  exceed  one 
year. 

Any  purchasing  alliance  violating  an  order  made  under  this 
subdivision  is  subject  to  seizure  under  Article  14  (commencing  with 
Section  1010)  of  Chapter  1 of  Part  2 of  Division  1,  is  guilty  of  a 
misdemeanor,  and  may  have  its  certificate  of  registration  revoked  by 
the  commissioner.  Any  person  aiding  and  abetting  any  purchasing 
alliance  in  violation  of  that  order  is  guilty  of  a misdemeanor. 

The  purpose  of  this  section  is  to  maintain  the  solvency  of  the 
purchasing  alliance  subject  to  this  article  and  to  protect  the  public  by 
preventing  fraud  and  requiring  fair  dealing.  The  audit  shall  be 
designed  to  ensure  that  the  purchasing  alliance  is  not  a risk-bearing 
entity,  to  ensure  sound  financial  controls  and  money  management, 
and  to  prevent  mismanagement  or  misappropriation  of  funds  either 
through  neglect  or  malfeasance.  In  order  to  cany  out  those  purposes 
the  commissioner  shall  make  reasonable  rules  and  regulations  to 
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govern  the  conduct  of  the  business  of  the  purchasing  alliance  subject 
to  this  chapter. 

(d)  The  commissioner  shall  establish  fees  for  initial  registration  of 
a purchasing  alliance  and  for  renewal  of  registration  of  a purchasing 
alliance  in  an  amount  sufficient  to  cover  the  costs  of  administering 
this  chapter.  A purchasing  alliance  shall  pay  the  initial  registration  fee 
at  the  time  of  application  for  registration,  and  the  renewal  fee  at  the 
time  of  application  for  renewal. 

10822.  After  the  issuance  or  reissuance  of  a certificate  of 
registration  to  act  as  a purchasing  alliance,  the  holder  shall  continue 
to  comply  with  the  requirements  as  to  its  business  set  forth  in  this 
chapter  and  in  the  other  applicable  sections  of  this  code,  and  in  the 
other  laws  of  this  state. 

10823.  In  addition  to  any  other  grounds  specified  in  this  chapter, 
the  following  constitute  grounds  for  denial,  nonrenewal,  suspension, 
or  revocation  of  an  application  or  existing  certificate  of  registration, 
following  notice  and  an  opportunity  for  hearing: 

(a)  Failure  to  comply  with  the  provisions  of  this  chapter. 

(b)  Failure  to  disclose  a preexisting  oral  or  written  agreement 
during  the  alliance  application  process. 

(c)  Failure  to  fairly  and  affirmatively  offer,  market,  and  sell  all  of 
the  health  benefit  plan  designs  offered  through  a purchasing  alliance 
that  are  sold  or  offered  to  small  employers  to  all  small  employers. 

(d)  Failure  to  have  adequate  controls  or  failure  to  follow  approved 
procedures. 

(e)  Failure  to  meet  minimum  standards  in  a fmancial  or 
performance  audit  or  examination. 

(0  Failure  to  comply  with  a lawful  order  of  the  commissioner. 

(g)  Committing  an  unfair  or  deceptive  act  or  practice  as  defined 
in  Section  17200  of  the  Business  and  Professions  Code  or  under 
Chapter  6 J (commencing  with  Section  790)  of  Part  2 of  Division  1. 

(h)  Filing  any  necessary  form  with  the  commissioner  that  contains 
fraudulent  information  or  omission. 

(i)  Misappropriation,  conversion,  illegal  withholding,  or  refusal  to 
pay  over  upon  proper  demand  any  moneys  that  belong  to  a person 
or  participating  carrier  otherwise  not  entitled  to  the  alliance  and  that 
have  been  entrusted  to  the  alliance  in  its  fiduciary  capacity. 

(j)  Operation  of  the  purchasing  alliance  that  is  at  variance  with 
the  basic  organizational  documents  as  filed  pursuant  to  this  chapter 
or  as  published  by  the  purchasing  alliance,  or  in  any  manner  contrary 
to  that  described  in,  or  reasonably  inferred  from,  the  purchasing 
alliance's  application  for  certification  and  annual  report,  or  any 
modification  thereof,  unless  amendments  allowing  the  variation  have 
been  submitted  to.  and  approved  by.  the  commissioner  pursuant  to 
this  chapter. 

(k)  lire  continued  operation  of  the  purchasing  alliance  will 
constitute  a substantial  risk  to  its  subscnbeis  and  enrollees. 
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(/)  The  purchasing  alliance  has  violated,  attempted  to  violate,  or 
conspired  to  violate,  directly  or  indirectly,  or  assisted  in  or  abetted 
a violation  or  conspiracy  to  violate  any  provision  of  this  chapter  or  any 
rule  or  regulation  adopted  by  the  commissioner  pursuant  to  this 
chapter. 

(m)  The  purchasing  alliance  has  permitted,  or  aided  or  abetted, 
any  violation  by  an  employee  or  contractor  who  is  a holder  of  any 
license,  certificate,  permit,  or  registration  issued  pursuant  to  the 
Business  and  Professions  Code,  the  Health  and  Safety  Code,  or  this 
code,  which  violation  would  constitute  grounds  for  discipline  against 
that  licensee,  or  certificate,  permit,  or  registration  holder. 

(n)  The  purchasing  alliance  has  aided,  abetted,  or  permitted  the 
commission  of  any  illegal  acts. 

(o)  The  purchasing  alliance,  its  management  company,  or  any 

other  affiliate  of  the  purchasing  alliance,  or  any  controlling  person, 
officer,  director,  or  other  person  occupying  a principal  management 
or  supervisory  position  in  the  purchasing  Chance,  management 
company,  or  affiliate,  has  been  convicted  or  pleaded  no  contest  to  a 
crime,  or  committed  any  act  involving  dishonesty,  fraud,  or  deceit, 
which  crime  or  act  is  substantially  related  to  the  qualifications, 
functions,  or  duties  of  that  person  under  this  chapter.  The 

commissioner  may  revoke  or  deny  a certificate  issued  under  this 
chapter  irrespective  of  a subsequent  order  under  Section  1203.4  of 
the  Penal  Code. 

10824.  (a)  The  commissioner  may  take  disciplinary  action 

against  a purchasing  alliance  if  the  commissioner  determines  that  the 
purchasing  alliance  has  committed  any  of  the  acts  set  forth  in  Section 
10823.  The  disciplinary  action  may  include  censuring  the  purchasing 
alliance,  or  prohibiting  for  a period  not  exceeding  24  months  or 
barring  permanently,  a person,  partnership,  corporation,  or  trust 
from  acting  as  a purchasing  alliance. 

(b)  The  commissioner  shall  notify  the  purchasing  alliance  of  any 
order  that  suspends  or  bars  a person  from  engaging  in  operations  as 
a purchasing  dliance.  It  shall  be  unlawful  for  any  purchasing  alliance, 
after  receipt  of  notice  of  the  order,  to  enroll  any  new  employers  or 
small  employers. 

(c)  The  commissioner  may  prohibit  any  person  firom  serving  as  an 
officer,  director,  employee,  or  associate  of  any  purchasing  alliance  or 
solicitor  firm  of  any  purchasing  alliance,  or  any  management 
company  of  any  purchasing  alliance,  or  as  a solicitor  or  agent  if  any 
of  the  following  applies: 

(1)  The  prohibition  is  in  the  public  interest  and  the  person  has 
committed  or  caused,  participated  in,  or  had  knowledge  of,  and  failed 
to  properly  report  a violation  of  this  chapter  by  a purchasing  alhance, 
management  company,  or  solicitor  firm. 

(2)  The  person  was  an  officer,  director,  employee,  associate,  or 
provider  of  a purchasing  alliance  or  of  a management  company  or 
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solicitor  firm  of  any  purchasing  alliance  whose  certificate  has  been 
suspended  or  revoked  pursuant  to  this  section  and  the  person  had 
knowledge  of  and  failed  to  report,  or  participated  in,  any  of  the 

prohibited  acts  for  which  the  certificate  was  suspended  or  revoked. 

(3)  The  person  was  an  officer  director,  employee,  or  associate  of 

a purchasing  alliance  that  has  been  the  subject  of  an  order  of 
suspension  or  bar  from  engaging  in  operations  as  a purchasing 

alliance  under  this  section  and  the  person  had  knowledge  of,  or 

participated  m,  any  of  the  prohibited  acts  for  which  the  order  was 
issued.  A proceeding  for  the  issuance  of  an  order  under  this 

subdivision  may  be  included  with  a proceeding  against  a purchasing 
alliance  under  this  section,  or  may  conduct  a separate  proceeding. 

(4)  The  person  has  been  convicted  or  pleaded  no  contest  to  a 

crime,  or  committed  any  act  involving  dishonesty,  fraud,  or  deceit, 
which  crime  or  act  is  substantially  related  to  the  qualifications, 
functions,  or  duties  of  the  person  under  this  chapter. 

(d)  Any  disciplinary  action  under  Section  10823  and  this  section 
shall  be  conducted  in  accordance  with  the  Administrative  Procedure 
Act  (Chapter  5 (commencing  with  Section  115(X))  of  Part  1 of 

Division  3 of  Title  2 of  the  Government  Code). 

10825.  (a)  A purchasing  alliance  whose  certificate  has  been 

revoked  or  suspended  for  more  than  one  year  may  petition  the 
commissioner  to  reinstate  the  certificate  as  provided  by  Section 

11522  of  the  Government  Code.  No  petition  may  be  considered  if  the 
petitioner  is  under  criminal  sentence  for  a violation  of  this  chapter, 
or  for  any  offense  that  would  constitute  grounds  for  discipline  or 
denial  of  registration  under  this  chapter,  including  any  period  of 
probation  or  parole. 

(b)  A purchasing  alliance  that  is  barred  or  suspended  for  more 
than  one  year  from  acting  as  such,  or  that  is  subject  to  an  order 
imposing  discipline  that  by  its  terms  is  effective  for  more  than  one 
year,  may  petition  the  commissioner  to  reduce  by  order  the  penalty 
in  a manner  generally  consistent  with  the  provisions  of  Section  1 1522 
of  the  Government  Code.  No  petition  may  be  considered  if  the 
petitioner  is  under  criminal  sentence  for  a violation  of  this  chapter, 
or  for  any  offense  that  would  constitute  grounds  for  discipline  or 
denial  of  registration  under  this  chapter,  including  any  period  of 
probation  or  parole. 

(c)  The  petition  for  restoration  shall  be  in  the  form  prescribed  by 
the  commissioner  and  the  commissioner  may  condition  the  granting 
of  the  petition  on  any  additional  information  and  undertakings  that 
the  commissioner  may  require  in  order  to  deternune  whether  the 
purchasing  alliance,  if  restored,  would  engage  in  business  in  full 
compliance  with  the  objectives  and  provisions  of  this  chapter  and  the 
rules  and  regulations  adopted  by  the  commissioner  under  this 
chapter. 
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(d)  The  commissioner  may  prescribe  a fee  not  to  exceed  one 
thousand  dollars  ($1,000)  for  the  filing  of  a petition  for  restoration 
pursuant  to  this  section.  In  addition,  the  commissioner  may  condition 
the  granting  of  the  petition  to  a purchasing  alliance  upon  payment 
of  the  assessment  due  and  unpaid  as  of  December  15  during  the 
preceding  12-calendar-month  period,  and  if  the  purchasing  alliance’s 
suspension  or  revocation  was  in  effect  for  more  than  12  months,  upon 
the  filing  of  a new  application  for  registration  as  a purchasing  alliance 
and  the  payment  of  the  fee  for  certification. 

10826.  (a)  Any  person  who  violates  any  provision  of  this  chapter, 
or  who  violates  any  rule  or  order  adopted  or  issued  pursuant  to  this 
chapter,  shall  be  liable  for  a civil  penalty  not  to  exce^  two  thousand 
five  hundred  dollars  ($2,500)  for  each  violation,  which  shall  be 

assessed  and  recovered  in  a civil  action  brought  in  the  name  of  the 
people  of  the  state  by  the  commissioner  in  any  court  of  competent 
jurisdiction. 

(b)  As  applied  to  the  civil  penalties  for  acts  in  violation  of  this 
chapter,  the  remedies  provided  by  this  article  and  by  other  sections 
of  this  chapter  are  not  exclusive,  and  may  be  sought  and  employed 
in  any  combination  to  enforce  this  chapter. 

(c)  No  action  may  be  maintained  to  enforce  any  liability  created 
under  article  unless  brought  before  the  expiration  of  four  years  after 
the  act  or  transaction  constituting  the  violation. 

(d)  The  commissioner  shall  be  able  to  recover  the  costs  of 

investigating  an  alleged  violation  of  this  chapter  in  which  a violation 
has  been  determined. 


Article  4.  Conflicts  of  Interest 

10830.  No  owner,  officer,  partner,  or  board  members  or  members 
of  their  household  nor  any  management  personnel  of  the  alliance 
may  be  employed  by,  be  a consultant  for,  be  a member  of  the  board 
of  directors  of,  be  affiliated  with  an  agent  of,  or  otherwise  be  a 
representative  of  any  carrier  or  other  insurer,  agent  or  broker,  or  a 
h^th  care  provider.  This  provision  shall  not  preclude  any  of  the 
above  from  purchasing  coverage  through  an  alliance. 

Any  employee  of  a purchasing  alliance  and  any  person  or 
organization  having  any  ownership  interest  in  a purchasing  alliance 
or  any  organization  the  alliance  contracts  with  for  marketing 
purposes  shall  be  prohibited  from  receiving  compensation  based 
upon  the  health  status,  claims  experience,  industry,  occupation,  or 
geographic  location  of  participating  employers  or  si^l  employers  or 
the  participating  employer’s  or  small  employer’s  employees 
exclusive  of  a compensation  arraignment  that  provides 
compensation  on  the  basis  of  a percentage  of  premium,  provided  that 
the  percentage  shall  not  vary  because  of  health  status,  industry, 
occupation,  medical  utilization,  claims  experience,  or  geographic 
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location  within  a service  region.  Those  employees,  persons,  and 
organizations  are  • expressly  prohibited  from  receiving  compensation 
based  upon  a participating  carrier’s  loss  ratio  resulting  from  the 
carrier’s  participation  in  the  purchasing  alliance. 

Additionally,  any  employee  of  a purchasing  alliance  and  those 
persons  or  organizations  having  an  ownership  interest  in  the 
purchasing  alliance  shall  be  prohibited  from  encouraging  or 
directing  employers  or  small  employers  to  seek  coverage  from  a 
source  other  than  the  alliance  because  of  the  health  status,  claims 
experience,  industry,  occupation,  or  geographic  location  of  the 
employer  or  small  employer  or  the  employer’s  or  small  employer’s 
employees. 

Article  5.  Additional  Powers  of  and  Restrictions  on  Purchasing 
Alliances 

10840.  A purchasing  alliance  shall  do  all  of  the  following: 

(a)  Set  reasonable  fees,  which  may  vary  by  employer  or  small 
employer  size,  in  the  purchasing  alliance  that  will  finance  reasonable 
and  necessary  costs  incurred  in  marketing,  selling,  servicing,  juid 
administering  the  purchasing  alliance.  Fees  may  not  vary  based  upon 
the  small  employer  or  his  or  her  enrollees  and  dependents’  actual  or 
expected  health  status,  medical  utilization,  claims  experience, 
industry,  occupation,  or  the  geographic  location  of  participating 
small  employers  within  the  same  service  region. 

(b)  Define,  market,  offer,  and  sell  to  small  employers  the  health 
benefit  plans  purchased  from  participating  carriers.  The  purchasing 
alliance  may  ^so  incidentally  offer  optional  ancillary  benefit  plans. 
The  purchasing  alliance  may  also  define,  market,  and  offer  health 
benefit  plans  and  ancillary  benefit  plans  to  employers. 

(c)  Require  as  a condition  of  participation  that  all  employers  or 
small  employers  include  all  their  eligible  employees  or  a minimum 
percentage  of  eligible  employees  in  coverage  purchased  through  the 
purchasing  alliance. 

(d)  With  respect  to  small  employers,  the  purchasing  alliance  shall 

require  that  the  application  of  participation  requirements  be 

uniformly  applied  to  all  srnall  employers. 

(e)  Provide  premium  collection  services  for  health  benefit  plans 
and  ancillary  benefit  plans  offered  through  the  purchasing  alliance. 

(0  Establish  administrative  and  accounting  procedures  for 

operating  the  purchasing  alliance  and  for  services  to  employers  and 
small  employers  and  etuollees,  including  billing,  administration, 
underwriting,  marketing,  enrollment,  sales,  regulatory  compliance, 
and  ensuring  carrier  and  member  compliance  with  the  purr±asing 
alliance  requirements. 
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(g)  Establish  rules,  conditions,  and  procedures  for  participating 

members.  The  rules,  conditions,  and  procedures  for  participating 

small  employers  shall  be  uniformly  applied. 

(h)  Establish  rules,  conditions,  and  procedures  for  participating 

carriers. 

(i)  Reject  or  allow  a participating  carrier  to  reject  an  employer  or 
small  employer  from  participation  or  drop  or  allow  a participating 
carrier  to  drop  a participating  employer  if  the  participating 
employer  or  any  of  its  eligible  employees  fail  to  pay  premiums,  or  if 
the  participating  employer  fails  to  maintain  the  minimum 
participation  and  contribution  requirements  or  if  the  participating 
employer  has  engaged  in  fraud  or  material  misrepresentation  in 
connection  with  a health  benefit  plan  or  ancillary  benefit  plan 
purchased  through  the  purchasing  alliance.  If  a participating 
employer  or  enrollee  is  dropped  from  coverage,  the  enrollee  shall  be 
entitled  to  continuation  and  conversion  coverage  to  the  extent 
provided  for  under  applicable  state  or  federal  continuation  laws  and 
the  state  conversion  law. 

(j)  Contract  with  at  least  three  unaffiliated  participating  carriers 
offering  health  benefit  plans  to  provide  benefits  in  all  regions  of  the 
state  in  which  each  carrier  is  licensed  to  operate  and  together  to 
provide  health  benefit  plans  throughout  all  service  regions  in  this 
state  to  ensure  that  enrollees  have  a personal  choice  from  among  a 
reasonable  number  of  competing  carriers.  The  commissioner  may, 
upon  a showing  of  good  cause,  waive  the  requirement  to  have  at  least 
three  unaffiliated  participating  medical  carriers. 

(k)  Fairly  and  affirmatively  offer,  market,  and  sell  all  the  health 
benefit  plans  sponsored  by  the  purchasing  alliance  that  are  sold  or 
offered  to  smdl  employers  to  all  small  employers,  in  all  service 
regions.  In  addition,  the  alliance  shall  require  all  participating 
carriers  to  make  their  purchasing  alliance  products  available  in  all 
portions  of  each  of  the  alliances  service  regions  where  the  carrier 
offers  health  care  benefits. 

(/)  Be  registered  to  operate  in  all  service  regions  in  this  state  and 
throughout  each  service  region. 

(m)  Develop  standard  enrollment  procedures. 

(n)  Publish  educational  materials,  plan  descriptions,  and 

comparison  sheets  describing  participating  carriers  and  the  benefit 
plan  designs  available  through  the  purchasing  alliance  for  use  in 
enrolling  employers  or  small  employers  and  their  eligible  employees. 
The  information  may  include  an  assessment  of  utilization 
management  procedures  and  the  level  of  quality  and  cost-effective 
care. 

(o)  Establish  conditions  for  participation  of  employers  or  small 

employers  that  conform  to  the  requirements  of  this  chapter  and  that 
include,  but  are  not  limited  to,  assurances  that  the  employer  or  small 

employer  is  a bona  fide  employer  or  small  employer  group  and 
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provision  for  prepayment  of  premiums  or  other  mechanisms  to 
ensure  that  payment  will  be  made  fox'  coverage.  Conditions  for 
participating  small  employers  shall  be  uniformly  applied  to  all  small 
employers. 

(p)  Provide  that  each  eligible  employee  may  choose  from  any 
participating  medical  carrier  as  long  as  the  participating  carrier 
provides  coverage  where  the  employee  works  or  lives. 

(q)  Receive,  review,  and  act,  as  appropriate,  on  grievances  by 
participating  employers  or  enrollees. 

(r)  Review  information  and  recommendations  from  consumers, 
employers,  small  employers,  participating  carriers,  health  care 
providers,  and  other  sources.  After  the  review,  the  board  may  issue 
reports  or  otherwise  make  recommendations  to  improve  the  delivery 
or  purchase  of  health  care. 

(s)  Establish  administrative  and  accounting  procedures  for 
operating  the  purchasing  alliance  and  for  providing  services  to 
employers,  small  employers,  and  eiu’ollees. 

(t)  Prepare  an  aimual  report  on  the  operations  of  the  purchasing 
alliance  to  the  commissioner,  which  shall  include  an  accounting  of  all 
outside  revenues  received  by  the  board  and  internal  and 
independent  audits  and  any  other  information  the  commissioner 
may  require. 

(u)  ^tablish  procedures  for  billing  and  collection  of  premiums 
from  employers  and  small  employers,  including  any  share  of  the 
premium  paid  by  enrollees. 

(v)  Establish  procedures  for  annual  open  enrollment  periods 
during  which  an  employee  enrolled  in  a health  benefit  plan  through 
the  purchasing  alliance  may  elect  to  eiu-oll  in  any  health  benefit  plan 
that  is  available  to  that  size  group  through  the  purchasing  alliance, 
and  that  provides  health  coverage  where  the  employee  lives  or  works 
and  during  which  any  enrollee  may  elect  to  eiuoU  in  any  health 
benefit  plan  that  is  available  to  that  size  group  through  the 
purchasing  alliance,  and  that  provides  health  coverage  where  the 
emtjllee  lives  or  works.  For  purposes  of  this  subdivision,  “size  group" 
refers  to  whether  the  employer  is  a small  employer  or  any  other 
employer  covered  by  this  chapter. 

(w)  Provide  that  in  the  event  an  employer  or  small  employer 
terminates  coverage  purchased  through  the  purchasing  alliance,  the 
former  employer  or  small  employer  shall  be  ineligible  to  purchase  a 
health  benefit  plan  or  ancillary  benefit  plan  through  the  purchasing 
alliance  for  a period  determined  by  the  alliance,  but  not  to  exceed  12 
nmnths. 

(x)  Maintain  a trust  account  or  accounts  in  a California  bank  for 
deposit  of  all  moneys  received  and  collected  for  operation  of  the 
purchasing  alliance.  A purchasing  alliance,  its  owrjers,  operators, 
partners,  board  members,  employees,  and  agents  shall  have  a 
fiduciary  duty  with  respect  to  ^ moneys  received  or  owed  to  it  to 
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ensure  payment  of  its  obligations  and  a full  accounting  to  its 
participating  employers,  health  plans,  and  the  commissioner. 

(y)  With  respect  to  small  employers,  ensure  that  all  carrier  rates 
for  purchasing  alliance  small  group  health  benefit  plans  are 
consistent  with  the  requirements  of  Sections  1357.12  and  1357.13  of 
the  Health  and  Safety  Code  and  Sections  10714  and  10715. 

(z)  Treat  all  members  within  an  employer  or  small  employer 
group  equally  with  regard  to  administrative  fees  and  benefits  of 
participation. 

(aa)  Every  purchasing  alliance  shall  offer  at  least  one  health  plan 
that  compensates  its  providers  on  an  other  than  capitated  basis  in 
every  region  in  which  the  alliance  operates. 

(ab)  Have  the  authority  to  develop  or  contract  for  the 
development  of  uniform  standards  for  data  to  be  provided  by 
participating  carriers  and  providers.  The  purchasing  alliance  may 
collect  or  contract  for  the  collection  of  data  necessary  for  evaluation 
of  the  performance  of  participating  carriers  and  their  provider 
networks  by  consumers,  providers,  employers,  small  employers,  and 
the  commissioner.  In  formulating  data  collection  standards,  the 
board  may  use  standards  based  on,  and  consistent  with,  existing  state. 
National  Association  of  Insurance  Commissioners,  and  national 
health  care  data  collection  initiatives,  and  shall  take  into  account 
their  feasibility  and  cost-effectiveness. 

(ac)  Not  expend  for  administrative  purposes  and  profits  in  any 

fiscal  year  an  excessive  amount  of  the  aggregate  premiums,  fees,  and 
other  periodic  payments  received  by  the  purchasing  alliance  for 
providing  health  benefits  to  employers,  small  employers,  and  their 
employees,  through  a contract  with  participating  carriers.  As  used  in 

this  subdivision,  “administrative  costs”  includes  costs  in  connection 
with  marketing  and  sales  of  the  health  benefit  plans  offered  by  the 
purchasing  alliance. 

(ad)  Exercise  all  powers  reasonably  necessary  to  cany  out  the 

powers  and  responsibilities  expressly  granted  or  imposed  by  this 
chapter. 

10841.  (a)  A purchasing  alliance  shall  comply  with  all 
requirements  pertaining  to  the  underwriting,  rating  and  renewal 
practices  for  small  employers,  pursuant  to  subdivisions  (a)  and  (b) 

of  Section  1357.12  of  the  Health  and  Safety  Code  and  sub^ visions  (a) 
and  (b)  of  Section  10714. 

(b)  A purchasing  alliance  shall  comply  with  all  requirements 

pertaining  to  the  marketing  practices  for  small  employers  who 
participate  in  the  purchasing  alliance,  pursuant  to  subdivision  (d)  of 
Section  1357.03  of  the  Health  and  Safety  Code  and  subdivision  (0  of 
Section  10705. 

(c)  A purchasing  alliance  shall  comply  with  all  requirentents 

pertaining  to  the  participation  requirements  f(x  small  employers 
who  participate  in  the  purchasing  alliance,  pursuant  to  subdivision 
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(b)  of  Section  1357.03  of  the  Health  and  Safety  Code  and  Section 
10706.  A carrier  participating  in  a purchasing  alliance  shall  be 
deemed  to  be  in  compliance  with  this  requirement 

1 0842.  A purchasing  alliance  may  do  any  of  the  following: 

(a)  Contract  with  qualified  independent  third  parties  for  any 
services  necessary  to  carry  out  the  powers  and  duties  authorized  or 
required  by  this  chapter. 

(b)  Employ  necessary  staff. 

(c)  Sue  or  be  sued,  including  taking  any  legal  actions  necessary  or 
proper  for  recovering  any  penalties  for  or  on  behalf  of  the  health 
insurance  purchasing  group. 

(d)  Allow  a participating  employer  to  choose  the  benefit  plan 
design,  from  those  offered  by  the  purchasing  alliance,  to  be  made 
available  to  their  eligible  employees. 

(e)  Allow  eligible  employees  to  enroll  in  any  benefit  plan  design 
offered  by  the  purchasing  alliance. 

(f)  Contract  with  licensed  insurance  agents  or  brokers  to  market 

and  service  coverage  made  available  through  the  purchasing  alliance 
to  its  members.  Compensation  for  agents  and  brokers  may  not  vary 
based  on  the  small  employer  or  his  or  her  enroUees  and  dependents’ 
actual  or  expected  health  status,  industry,  occupation,  medical 

utilization,  claims  experience,  or  geographic  location  within  the 

service  region.  This  subdivision  shall  not  apply  with  respect  to  a 
compensation  arrangement  that  provides  compensation  to  an  agent 
or  broker  on  the  basis  of  percentage  of  premium;  provided  that 
percentage  shall  not  vary  because  of  the  health  status,  industry, 
occupation,  medical  utilization,  claims  experience,  or  geographic 
location  within  the  service  region. 

(g)  Exclude  a carrier  or  freeze  enrollment  in  a carrier  for  failure 
to  achieve  established  quality,  access,  or  information  reporting 
standards  of  the  purchasing  alliance. 

10843.  A purchasing  alliance  shall  not  do  any  of  the  following: 

(a)  Purchase  health  care  services,  assume  risk  for  the  cost  or 

provision  of  health  services,  or  otherwise  contract  with  health  care 
providers  for  the  provision  of  health  care  services  directly  to 

exuoUees. 

(b)  Exclude  a small  employer  or  eligible  employee  or  dependent 
of  an  eligible  employee  of  a small  employer  from  membership  in  the 
purchasing  alliance  who  agrees  to  pay  fees  for  membership  and  the 
premium  for  coverage  through  the  purchasing  alliance  and  who 
abides  by  the  bylaws  and  rules  of  the  purchasing  alliance. 

(c)  Prohibit  the  participation  of  small  employers,  as  described  in 

subdivision  (a)  of  Section  1357.03  of  the  Health  and  Safety  Code  and 
in  subdivision  (b)  of  Section  10705.  or  utilize  risk  adjustment 
practices  that  conflict  with  the  small  employer  group  health 

provisions  described  in  subdivisions  (a)  and  (b)  of  Section  1357.12  of 
the  Hdalth  and  Safety  Code  aiul  subdivision  (b)  of  Section  10714. 
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(d)  Charge  a fee  not  directly  related  to  the  operation  of  the 
purchasing  alliance; 

(e)  As  a condition  of  participation,  require  an  employer  or  small 
employer,  eligible  employee  or  dependent  to  subscribe  to  nonhealth 
care  or  nonhealth  insurance  related  products  or  services. 

(0  Operate  the  purchasing  alliance  or  market  the  purchasing 
alliance  in  a service  region  in  a way  that  would  cause  the  purchasing 
alliance  to  select  a risk  pool  with  health  care  utilization  that  is 
significantly  below  the  average  for  all  similar  groups  with  similar 
coverage  in  the  same  region. 

(g)  Engage  in  any  competitive  act  or  practice  that  results  in  the 
selection  of  small  employers  and  his  or  her  enrollees  and  dependents 
based  on  actual  or  expected  health  status,  claims  experience,  medical 
utilization,  industry,  occupation,  or  geographic  location  within  the 
service  region. 

Gi)  Require  or  take  any  action  inconsistent  or  in  conflict  with  state 
laws  or  regulations. 

10845.  (a)  The  commissioner  shall  require  every  purchasing 
alliance,  as  a condition  precedent  to  receiving  and  holding  a 
certificate  of  registration,  to  file  and  maintain  in  the  commissioner’s 
office  a writing  designating  an  agent  for  service  of  process.  The 
writing  shall  state  the  name  of  the  agent  and  his  or  her  place  of 
business  in  this  state  with  sufficient  particularity  so  that  he  or  she  can 
readily  be  found  by  peace  officers  or  process  servers.  Appointment 
of  the  agent  reasonably  available  for  service  of  papers,  notice,  proof 
of  loss,  summons  or  other  process  during  business  hours  shall  be 
continuously  maintained  by  every  registered  purchasing  alliance 
subject  to  this  article  while  it  holds  a valid  and  unrevoked  certificate 
of  registration. 

(b)  An  agent  designated  by  a purchasing  alliance  as  provided  in 
this  article  may  file  with  the  commissioner  a written  statement  of 
resignation  as  that  agent,  which  shall  be  signed  and  execution  thereof 
shall  be  duly  acknowledged  by  the  agent  Thereupon,  the  authority 
of  the  agent  to  act  in  such  capacity  shall  cease  and  the  commissioner 
shall  forthwith  give  written  notice  of  the  resignation  by  mail  to  the 
purchasing  alliance  addressed  to  its  principal  office  as  shown  by  the 
commissioner’s  records.  If  an  agent  who  has  been  appointed  by  a 
purchasing  alliance  as  provided  by  this  article  dies  or  resigns  or 
removes  his  or  her  residence  from  the  state,  the  purchasing  alliance 
shall  forthwith  file  with  the  commissioner  an  appointment  of  a new 
agent  on  a form  provided  by  the  commissioner  for  such  purpose  and 
pay  the  filing  fee  therefor,  and  the  filing  shall  be  deemed  to  revoke 
any  prior  designation  of  agent 

(c)  No  fee  shall  be  charged,  except  as  included  in  the  application 
for  certificate  of  registration  fee  provided  in  this  article,  for  filing  the 
initial  appointment  under  this  article  by  an  applicant  for  registration. 
Thereafter  the  commissioner  shall  require  the  payment  of  forty-five 
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dollars  ($45)  in  advance  as  a fee  for  filing  appointment  of  agent  or 
stipulation  or  both  by  every  registered  purchasing  alliance. 

Article  6.  Participating  Carriers 

10850.  (a)  In  order  to  be  eligible  to  be  a participating  carrier,  a 
carrier  shall  demonstrate  the  following  operating  characteristics 
satisfactory  to  the  board: 

(1)  Be  licensed  and  approved  as  a carrier  and  in  good  standing 
with  the  appropriate  regulatory  authority. 

(2)  The  ability  to  provide  data  required  by  the  board,  including 
information  on  enrollee  satisfaction  based  on  standard  surveys,  as 
may  be  prescribed,  and  to  meet  reasonable  satisfaction  measures  as 
may  be  established. 

(3)  The  ability  to  provide  standard  data  elements  in  a manner 
prescribed  by  the  board. 

(4)  All  other  criteria  established  by  the  board. 

(b)  Carriers  that  contract  with  or  employ  health  care  providers 

shall  have  mechanisms  to  accomplish  all  of  the  following  in  a maimer 
satisfactory  to  the  purchasing  alliance,  provided  that  the 

requirements  of  the  alliance  do  not  conflict  with  the  carrier’s 
licensing  requirements: 

(1)  Review  the  quality  of  care  covered. 

(2)  Review  the  appropriateness  of  care  covered. 

(3)  Provide  accessible  health  care  services. 

(c)  In  evaluating  which  carriers  may  participate  in  the  purchasing 
alliance,  the  board  shall  consider  all  of  the  following: 

(1)  Minimum  geographic  service  and  participation  requirements, 

maximum  thresholds  for  premium  rates,  and  standards  for 

determining  whether  a carrier  operates  efficiently. 

(2)  The  ability  of  a carrier  to  provide  services  within  the 
purchasing  alliance  service  regions. 

(3)  Pricing  and  the  competitiveness  of  each  bid  from  a carrier. 

10851.  Every  participating  carrier  shall: 

(a)  Meet  the  standards  established  by  the  board  pursuant  to  this 
chapter. 

(b)  Provide  any  data  required  by  the  board. 

(c)  Comply  vkdth,  all  applio^le  laws  and  regulations  that  regulate 
health  care  coverage  or  medical  benefits  provided  to  employers, 
including,  with  respect  to  coverage  that  is  provided  to  small 
employers.  Chapter  8 (commencing  with  Section  10700)  for  insurers 
and  Article  3.1  (commencing  with  Section  1357)  of  Qiapter  2.2  of 
Division  2 of  the  Health  and  Safety  Code  for  health  care  service  plans. 
However,  a carrier  contracting  to  participate  in  a purchasing  alliance 
shall  be  deemed  to  be  in  compliance  with  the  requirements  for  small 
employers  of  subdivision  (a)  of  Section  1357.03  of  the  Health  and 
Safety  Code  and  of  subdivisions  (b)  and  (c)  of  Section  10705  for  a 
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benefit  plan  design  offered  through  the  purchasing  alliance  in  those 
service  regions  in  which  the  carrier  participates  in  the  purchasing 
alliance  and  the  benefit  plan  design  is  offered  exclusively  through  the 
purchasing  alliance.' 

(d)  Comply  with  all  rules  and  regulations  regarding  the 
application  of  risk  adjustment  factors  to  standard  risk  rates  for  small 
employers  as  specified  in  subdivisions  (a)  and  G>)  of  Section  1357.12 
of  the  Health  and  Safety  Code  and  subivisions  (a)  and  (b)  of  Section 
10714  of  this  code.  A participating  carrier  shall  also  comply  with  the 
requirements  that  coverage  be  issued  to  small  employers  on  a 
guaranteed  issue  basis  as  is  specified  in  subdivision  (a)  of  Section 
1357.03  of  the  Health  and  Safety  Code  and  subdivision  (b)  of  Section 
10705  of  this  code  for  small  employers. 

(e)  All  participating  medical  carriers  shall,  in  determining  small 
employer  rates  for  health  benefit  plans  offered  through  a purchasing 
alliance,  use  the  six  service  regions  established  by  this  chapter  in 
determining  risk  categories  for  standard  employee  risk  rates. 

(f)  Enroll  and  disenroll  individuals  as  directed  by  the  purchasing 
alliance  or  its  designee. 

(g)  Comply  with  any  other  requirement  established  by  the  board 
pursuant  to  this  chapter. 

10853.  In  contracts  with  participating  carriers,  the  purchasing 
alliance  may  establish  performance  standards  for  specific  contractual 
elements  and  penalties  for  failure  to  fulfill  specific  contractual 
obligations. 

10854.  Nothing  in  this  chapter  shall  prohibit  a participating 
carrier  from  contracting  with  particular  health  care  providers  or 
types,  classes,  or  categories  of  health  care  providers  or  setting 
reimbursement  methodology. 

10855.  In  the  event  the  participating  carrier  elects  to  terminate 
its  participating  agreement  with  a purchasing  alliance,  the 
participating  carrier  shall  do  both  of  the  following; 

(a)  Provide  advance  notice  of  its  decision  to  the  board. 

(b)  Provide  notice  of  the  decision  at  least  180  days  prior  to  the 
nomcnewal  of  any  health  benefit  plan  or  ancillary  benefit  plan  to 
employers  or  small  employers  and  enrollees. 

A participating  carrier  that  elects  not  to  renew  a health  benefit 
plan  with  a purchasing  alliance  shall  be  prohibited  from  writing  new 
business  through  the  purchasing  alliance  fc»'  a period  of  three  years 
from  the  date  of  the  notice  to  the  purchasing  alliance  or  until  the 
purchasing  alliance,  with  the  concurrence  of  the  commissioner, 
invites  the  former  participating  carrier  to  renew  participation, 
whichever  is  sooner. 

10856.  Nothing  in  this  article  shall  be  construed  to  limit  the 
existing  regulatory  authority  of  the  Department  of  Corporations  to 
regulate  health  care  service  plans  or  of  the  Department  of  InsurarK;e 
to  regulate  disability  or  life  insurers  or  hospital  service  plans.  None 
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of  the  requirements  of  this  article  shall  conflict  with  the  participating 
carrier’s  licensing  requirements. 

Article  7.  Contracts  with  Employers,  Small  Employers,  and 
Participating  Carriers 

10860.  Contracts  between  the  purchasing  alliance  and 
participating  carriers  shall  specify  how  all  premiums  will  be 
transmitted,  and  penalties  and  grace  periods  for  payments. 

10861.  Contracts  between  purchasing  alliances  and  participating 
employers  shall  provide  all  of  the  following: 

(a)  For  administrative  purposes,  the  purchasing  alliance  shall  be 
the  policyholder  or  contractholder  of  the  health  benefit  plan  or 
ancillary  benefit  plan  on  behalf  of  participating  employers,  their 
eligible  employees,  and  dependents. 

(b)  That  Ae  participating  carrier  will  issue  a certificate  of 
coverage,  or  equivalent  document,  specifying  the  essential  features 
of  the  health  benefit  plan’s  or  ancillary  benefit  plan’s  coverage  to 
each  enrolled  eligible  employee. 

(c)  The  following  notice  shall  be  provided  to  employers,  small 
employers,  and  eligible  employees  who  obtain  coverage  from  a 
purchasing  alliance  at  the  time  of  enrollment: 

NOTICE 

(1)  THE  PURCHASING  ALLIANCE  IS  NOT  AN  INSURANCE 

COMPANY  AND  DOES  NOT  PAY  BENEFITS  OR  CLAIMS.  IT 
COLLECTS  AND  DISTRIBUTES  PREMIUMS  IN  YOUR 
EMPLOYER’S  BEHALF  TO  INSURERS  WHO  MAY 

PARTICIPATE  IN  A GUARANTEE  FUND  CREATED  BY 
CALIFORNIA  LAW.  THE  ALLIANCE  ITSELF  DOES  NOT 
PARTiaPAIE  IN  A GUARANTEE  FUND  CREATED  BY 
CALIFORNIA  LAW. 

(2)  THE  PURCHASING  ALLIANCE  WHICH  YOUR 
EMPLOYER  HAS  JOINED  IS  REGISTERED  BY  THE 
CALIFORNIA  DEPARTMENT  OF  INSURANCE  TO  PROVIDE 
SPECmC  ADMINISTRATIVE  SERVICES  AND  MAY  NOT 
ASSUME  ANY  RISK  FOR  CLAIM  AND  BENEFIT  PAYMENTS. 

(3)  FOR  ADDITIONAL  INFORMAOON  ABOUT  THE 
PURCHASING  ALLIANCE  YOU  SHOULD  ASK  QUESTIONS  OF 
YOUR  BENEFITS  ADMINISTRATOR  OR  YOU  MAY  CONTACT 
THE  CALIFORNIA  DEPARTMENT  OF  INSURANCE  AT 
1-800-927-4356. 
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Article  8.  Marketing 

10870.  The  board  shall  establish  marketing  standards  to  be  used 
by  participating  carriers. 

10871.  Any  marketing,  advertisement,  or  educational  material  for 
health  benefit  plans  or  ancillary  benefit  plans  sold  through  the 
purchasing  alliance  shall  be  approved  by  the  boa-d  prior  to  its  use. 

10872.  This  article  shall  not  be  construed  to  prohibit  or  to  compel 
the  purchasing  alliance  or  a participating  carrier  from  using  the 
services  of  an  agent  or  broker. 

10873.  (a)  A participating  carrier,  agent,  broker,  contractor,  or 
producer  of  a participating  carrier,  or  independent  insurance  agent, 
broker,  contractor,  or  producer  may  not  engage,  directly  or 

indirectly,  in  an  activity  or  marketing  practice  that  would  encourage 
small  employers  or  eligible  enrollees  to  do  any  of  the  following: 

(1)  Refrain  from  enrolling  in  a health  benefit  plan  offered  through 

the  purchasing  alliance  because  of  their  health  stams,  claims 
experience,  industry,  occupation,  or  geographic  location  within  the 

service  region. 

(2)  Seek  coverage  from  other  participating  carriers  because  of 
their  health  status,  claim  experience,  industry,  occupation,  or 
geographic  location  within  the  service  region. 

(3)  Eiuoll  or  fail  to  enroll  in  the  purchasing  alliance  because  of 

their  health  status,  claims  experience,  industry,  occupation,  or 
geographic  location  within  the  service  region. 

(b)  In  the  event  that  an  agent,  broker,  contractor,  carrier,  or 

producer  of  a participating  carrier  fails  to  abide  by  these  provisions, 
they  shall  be  subject  to  the  penalties  and  fines  described  in  Section 
10718. 


Article  9.  Solvency 

10880.  In  the  event  a purchasing  alliance  becomes  insolvent,  the 
conunissioner  shall  maintain  jurisdiction  of  the  alliartce  for  purposes 
of  protection  of  the  interests  of  the  alliance  enrollees.  In  that  event, 
the  commissioner  may  do  any  of  the  following: 

(a)  Arrange  for  transfer  of  coverage  from  the  insolvent 

purchasing  alliance  to  one  that  is  deemed  to  be  solvent  by  the 
commissioner. 

(b)  Arrange  for  individual  employers  or  small  employers 

participating  in  the  purchasing  alliance  to  obtain  coverage  through 
one  or  more  participating  carriers  outside  of  an  alliance 

arrangeroenL 

(c)  Take  any  other  actions  necessary  to  preserve  the  coverage 

provided  to  employers,  small  employers,  and  enrollees  in  the 
insolvent  alliance. 
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(d)  In  any  proceedings  under  this  article,  the  costs  of  employing 
special  deputy  commissioners,  clerks,  or  assistants  appointed  to  carry 
out  this  article,  and  all  expenses  of  taking  possession  of,  conversing, 
conducting,  liquidating,  disposing  of,  or  otherwise  dealing  with  the 
business  and  property  of  the  alliance  under  this  article,  shall  be  fixed 
by  the  commissioner,  subject  to  the  approval  of  the  court,  and  shall 
be  paid  out  of  the  assets  of  the  alliance  to  the  department 

Article  10.  Exemptions 

10885.  Purchasing  alliances  shall  be  exempt  from  requirements  of 
licensure  as  a health  care  service  plan  or  solicitor  under  Chapter  2.2 
(commencing  with  Section  1340)  of  Division  2 of  the  He^th  and 
Safety  Code. 

10886.  For  purposes  of  carrier  product  disclosure,  a purchasing 
alliance  shall  be  considered  an  entity  that  provides  adininistrative 
services,  as  is  described  in  paragraph  (1)  of  subdivision  (d)  of  Section 
10705.  As  such,  a purchasing  alliance  shall  not  be  required  to  provide 
a summary  of  those  plans  offered  by  participating  carriers  outside  of 
the  purchasing  alliance  with  whom  they  have  contracted,  A 
purchasing  alliance  shall  be  required  to  provide  a summary  brochure 
of  all  benefit  plan  designs  that  the  purchasing  alliance  offers  to 
employers  or  small  employers. 

10887.  Except  as  provided  in  subdivision  (c)  of  Section  10820, 
nothing  in  this  chapter  shall  apply  to  a health  care  service  plan 
licensed  under  the  Knox-Keene  Health  Care  Service  Plan  Act  of  1975 
(Chapter  2.2  (commencing  with  Section  1340)  of  the  Health  and 
Safety  Code)  when  operating  within  the  scope  of  that  license  and  not 
contracting  with  a purchasing  alliance  registered  under  this  chapter. 

10890.  The  Bureau  of  State  Audits  shall  conduct  an  independent 
review  of  the  cost  of  health  insurance  made  available  through 
purchasing  alliances  authorized  by  this  chapter  and  shall  compare 
the  cost  of  that  insurance  to  actuarially  equivalent  benefit  packages 
available  through  the  Health  Insurance  Plan  of  California  in  the  same 
rate  year. 

The  bureau  shall  report  its  findings  in  three  reports  to  the 
Legislature  delivered  by  October  1 of  1997, 1998,  and  1999. 

SEC  2.  No  reimbursement  is  required  by  this  aa  pursuant  to 
Section  6 of  Article  XmB  of  the  California  Constitution  because  the 
only  costs  that  may  be  incurred  by  a local  agency  or  school  district  will 
be  incurred  because  this  act  creates  a new  crime  or  infraction, 
eliminates  a crime  or  infraction,  or  changes  the  penalty  for  a crime 
or  infraction,  within  the  meaning  of  Section  17556  of  the  Government 
Code,  or  changes  the  definition  of  a crime  within  the  meaning  of 
Section  6 of  Article  Xm  B of  the  California  Constitution. 

Notwithstanding  Section  17580  of  the  Government  Code,  unless 
otherwise  specified,  the  provisions  of  this  act  shall  become  operative 
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on  the  same  date  that  the  act  takes  effect  pursuant  to  the  California 
Constitution. 
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2 PM  Squared,  Inc.  • 444  Market  Street,  Suite  1000  • San  Francisco,  CA  94111  • Tel  (415)  283-2430  • Fax  (415)  283-2436 

December  19,  1997 

To:  Mayor  Brown’s  Blue  Ribbon  Committee  on  Universal  Health  Care 

From:  Joan  Trauner/Colleen  Thilgen  - PM  Squared 
Re:  Uninsured  Program  Actuarial  Cost  Analysis 


Introduction 


This  report  details  the  analyses  PM  Squared  performed  to  estimate  the  costs  of  expanding 
health  care  coverage  to  the  uninsured  living  in  the  City  and  County  of  San  Francisco.  As 
requested,  this  analysis  has  been  conducted  independent  of  any  knowledge  about 
proposed  financing  for  the  uninsured  program.  Similarly,  there  are  a number  of  other 
factors  that  have  yet  to  be  resolved  including  exact  benefit  design,  sharing  of  premium 
cost  by  income  level,  eligibility  requirements,  program  administration  and  marketing. 
All  of  these  factors  will  have  an  impact  on  the  overall  costs  for  the  program. 

The  size  and  demographics  of  the  uninsured  population  in  San  Francisco  are  also  difficult 
to  estimate.  (See  separate  report  fi’om  Dr.  Andrew  Bindman  of  UCSF/San  Francisco 
General  Hospital.)  Thus,  in  the  absence  of  detailed  population  data,  we  have  made 
enrollment  assumptions  about  the  number  of  eligible  hves,  the  ratio  of  working  to 
unemployed  enrollees  and  the  ratio  of  children  to  adult  members.  We  also  have  based 
our  assumptions  on  an  HMO  benefit  package,  which  is  typically  less  expensive  than 
comprehensive  PPO  or  indemnity  benefits,  as  the  basis  for  our  review  of  benefit  costs. 

Approach 

Top-Down  Analysis 

In  modeling  the  costs  of  covering  the  uninsured  in  San  Francisco,  we  followed  two 
distinct  approaches.  The  first  approach,  which  we  call  a top-down  analysis,  compares  the 
current  market  premium  rates  for  governmental  HMO  programs  offered  in  the  State  of 
California  including  the  Health  Insurance  Plan  of  California  (HIPC),  the  California 
Public  Employees’  Retirement  System  (CalPERS)  and  the  San  Francisco  Health  Service 
System  (HSS).  The  intent  of  the  top-down  analysis  is  to  derive  a market-based  premium 
rate,  using  existing  health  benefit  packages. 

Displayed  in  Exhibit  A arc  four  different  HMDs’  1998  single  premium  rates  under  the 
three  governmental  programs  (rates  are  shown  for  both  the  HIPC  Standard  and  Preferred 
benefit  packages)  The  single  rates  listed  arc  San  Francisco-spccific  (Area  3 m the  HIPC, 
which  also  includes  the  following  counties  - Alameda,  Contra  Costa.  Mann,  San  Mateo. 
Santa  Clara).  The  San  Francisco-specific  CalPERS  rates  were  denved  by  adjusting  the 
statewide  rates  for  the  San  Francisco-specific  age/sex  factor  of  PERS’  enrollees. 


Cl 


We  converted  the  single  premium  rates  for  the  plans  in  Exhibit  A to  per  member  per 
month  (PMPM)  rates  by  adjusting  for  program-specific  average  family  size  and 
population  distributions  by  premium  rating  tier  (e.g.,  single,  two-party,  family).  This 
adjustment  eliminates  any  subsidy  for  family  coverage  that  may  have  been  built  into  the 
single  rate.  The  PMPM  rates  were  then  adjusted  for  the  age/sex  factors  and  benefit  plan 
differences  (relative  to  the  HIPC  Standard  Plan)  to  accurately  compare  the  rates. 

As  shown  in  Exhibit  A,  Table  2,  the  PMPM  rates  for  HMO  benefits  ranged  from  a low  of 
$91.75  for  Kaiser  (HIPC  Standard)  to  a high  of  $131.82  for  PacifiCare  (CalPERS).  On 
an  adjusted  basis,  after  accounting  for  age/sex  and  benefit  differences,  the  PMPM  rates 
ranged  from  a low  of  $90.22  for  Kaiser  (CalPERS)  to  a high  of  $113.00  for  PacifiCare 
(HSS),  as  shown  in  Exhibit  A,  Table  6.  The  important  point,  in  reviewing  Table  6,  is 
how  closely  plan  pricing  was  for  three  out  of  four  plans  in  the  HIPC,  whereas  the  same 
plans  in  CalPERS  exhibited  a lower  premium  cost.  The  bottom-up  analysis  described  in 
the  next  section  approximated  the  higher  rate  structure  of  the  HIPC. 

Bottom-Up  Analysis 

The  second  approach,  which  we  call  a bottom-up  analysis,  follows  traditional  actuarial 
methods  and  relies  on  utilization  and  cost  assumptions  to  derive  an  appropriate  PMPM 
rate.  In  determining  the  utilization  and  cost  assumptions  used  to  build-up  this  rate,  we 
used  several  data  sources  including: 

• Data  fi-om  a commercial  HMO  plan  for  its  members  residing  in  San  Francisco 

• Data  fi-om  Bay-Area  medical  groups/IPAs 

• Medi-Cal  provider  reimbursement  rates  in  San  Francisco 

• San  Francisco  County  Medi-Cal  utilization  levels 

• Continuance  tables  derived  using  PM  Squared  proprietary  data 

We  modeled  the  rates  under  two  different  benefit  packages  - HIPC  HMO  Standard  and 
HIPC  HMO  Preferred.  Exhibit  B provides  a summary  of  the  differences  in  benefit  plans 
for  HIPC  HMO  Standard,  HIPC  HMO  Preferred,  CalPERS  (Basic)  and  the  San  Francisco 
Health  Service  System.  Using  continuance  tables  (i.e.,  normative  claims  distributions  by 
dollar  size  of  claim),  we  valued  the  benefit  plans  relative  to  the  HIPC  Standard  plan. 
According  to  our  results,  the  CalPERS  Basic  plan  offers  the  richest  benefit  package  while 
the  HIPC  Standard  plan  offers  the  leanest  benefit  package. 

The  only  difference  between  the  HIPC  Standard  and  HIPC  Preferred  plans  are  the  level  of 
the  copayments.  Under  the  HIPC  Standard  plan,  there  is  a $100  copayment  per  hospital 
admission,  $15  copayments  for  office  visits  and  prescription  drug  copays  of  $10  for 
genenc  and  $15  for  brand  (assuming  a 30-day  supply).  Conversely,  under  the  HIPC 
Preferred  plan,  there  is  no  copayment  for  hospital  admissions,  the  copayment  for  office 
visits  IS  $5  and  the  prescnption  drug  copays  are  $5  and  $10  for  generic  and  brand, 
respectively.  Both  benefit  packages  offer  a fairly  limited  mental  health/substance  abuse 
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benefit  and  vision  care  is  limited  to  preventive  care  for  minors.  Relative  to  the  HIPC 
Standard  plan,  the  HIPC  Preferred  plan  is  12-16%  more  expensive  for  the 
employer/purchaser,  as  shown  in  Exhibit  A,  Table  5,  due  to  the  differences  in 
copayments. 

In  our  PMPM  cost  development,  we  assumed  current  Medi-Cal  level  hospital 
reimbursement  rates  and  set  professional  rates  at  110%  - 120%  of  the  current  Medicare 
Resource  Based  Relative  Value  Schedule  (RBRVS)  in  San  Francisco.  Following  the 
factor  used  for  the  HIPC,  the  relative  cost  per  child  is  calculated  as  62%  of  the  cost  of 
covering  an  adult.  Additional  assumptions  were  made  regarding  1)  the  San  Francisco 
uninsured  demographic  mix,  2)  a risk  factor  as  determined  using  our  Marker  Diagnoses 
methodology  and  3)  a factor  for  induced  demand  given  that  the  program  will  cover  a 
previously  uninsured  population.  The  induced  demand  factor  ranges  from  4%  to  7% 
depending  on  service  category  (e.g.,  hospital  inpatient,  professional  services,  prescription 
drugs,  etc.)  and  was  determined  based  on  the  different  Marker  Diagnoses  quotients  by 
geographic  sector  in  San  Francisco,  using  proprietary  PM  Squared  utilization  data. 

Finally,  we  added  a 15%  load  for  administrative  expenses.  For  HMO  products, 
administrative  expenses  typically  range  from  12%  - 15%  of  medical  expenses.  It  is 
important  to  note  that  the  flat  percentage  for  administrative  expenses  assumed  in  our  total 
cost  development  will  not  necessarily  correspond  to  provider  capitation  payments  which 
reflect  other  costs  such  as  reinsurance  and  risk  withholds. 

Our  PMPM  estimates  developed  from  the  bottom-up  analysis  closely  approximate  those 
from  the  top-down  review.  As  shown  in  Table  6 of  Exhibit  A,  the  PMPM  net  of  benefit 
plan  differences  relative  to  the  HIPC  Standard  plan  is  approximately  $110  (with  the 
exception  of  Kaiser).  Since  the  PMPMs  were  adjusted  for  age/sex  differences  relative  to 
the  HIPC,  the  SI  10  PMPM  reflects  the  age/sex  distribution  of  the  HIPC  which  is 
approximately  80%  adults  and  20%  children  in  San  Francisco.  In  our  bottom-up  analysis 
scenano  for  a population  consistmg  of  80%  adults  and  20%  children,  we  estimated  the 
PMPM  rale  for  the  HIPC  Standard  benefit  package  to  be  $115.29  which  is  roughly 
equivalent  to  the  $110  rate  shown  in  the  top-down  review  adjusted  for  the  induced 
demand  factor.  The  bottom-up  PMPM  rate  for  the  Preferred  HIPC  package  is  $133.74  for 
the  same  80® o adulL'20®/o  children  ratio  scenario. 

Preliminary  Results 


We  have  modeled  the  total  cost  analysis  under  multiple  scenarios.  These  scenarios  vary 
according  to  the  following  factors; 

• Benefit  package  (HIPC  Standard  vs.  HIPC  Preferred),  with  and  without  inpatient 
hospital  services 

• Individual  annual  stop-loss  limit  (none,  $30,000.  $50,000) 
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• Distribution  of  the  number  of  uninsured  adults  vs.  children  (90%/10%;  80%/20%; 
60%/40%;  50%/50%;  33%/67%) 

• Employer  subsidy  and  member  cost-share  (20%  each;  25%  each) 

• % of  the  uninsured  population  that  is  employed  (50%,  75%,  80%) 

Complete  sets  of  tables  for  all  the  scenarios  developed  are  available  upon  request  from 
Tangerine  Brigham,  San  Francisco  Department  of  Public  Health. 

Based  on  input  from  Dr.  Andrew  Bindman,  this  report  provides  cost  estimates  for  the 
most-likely  scenarios,  using  the  following  assumptions: 

• HIPC  Standard  and  HPC  Preferred  benefit  packages; 

• Distribution  of  adults  at  90%  and  children  at  10%; 

• 25%  unemployment  rate;  and 

• Employer  subsidy/employee  cost  share  for  the  employed  population  at  20%  and  25%. 

As  shown  in  Table  1 below  the  PMPM  cost  for  the  HEPC  Standard  benefit  package  is 
$120.03.  At  130,000  eligible  lives,  the  estimated  cost  for  an  uninsured  program  is 
$187,254,152.  If  employer  subsidies  and  member  cost  sharing  (for  employed 
individuals)  are  set  at  20%  each,  then  the  net  cost  to  the  City  and  County  of  San 
Francisco  is  estimated  at  $131,077,906.  At  25%  subsidies/cost  sharing,  the  net  cost  drops 
to  $117,033,845. 

Table  1 


Benefit  Package 

HIPC  Standard 

Total  Number  of  Uninsured 

130.000 

Assumed  Number  of  Adults 

117.000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMP.M  Cost  to  Plan 

$120.03 

Adult  Rate  PMP.M 

$124.78 

Child  Rate  PMPM 

$77  J6 

Toul  Annual  Cost 

$187,254,152 

Employer  Subsidy 

2(y>/o 

Member  Cost  (Enpioyed 

Populanon  only) 

20»o 

Annual  U ncovered  Cost  of 

Benefits 

S131. 077.906 

Benefit  Package 

HIPC  Standard 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117.000 

Assumed  Number  of  Children 

13.000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$12003 

Adult  Rate  P.MP.M 

$124.78 

Child  Rate  PMPM 

$7736 

Total  Annual  Cost 

$187,254,152 

Employer  Subsidy 

25% 

Member  Cost  (Employed 

Populanon  only) 

25% 

Annual  Uncovered  Cost  of 

Benefits 

$117.033345 

The  HIPC  Standard  benefit  package  requirw  a $15  office  copayment  and  a $100  hospital 
deductible,  which  may  not  be  appropnate  for  a low  income  population.  Conversely,  the 
HIPC  Preferred  benefit  package  has  a $5  copayment  and  no  hospital  deductible  but  has 
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considerably  higher  costs.  As  shown  in  Table  2 below,  total  program  costs  rise  to 
$217,214,816,  with  the  net  cost  to  the  City  and  County  at  $152,050,371  assuming  20% 
cost-sharing  and  $135,759,260  assuming  25%  cost-sharing.  In  effect,  offering  the  HIPC 
Preferred  benefit  package  over  the  HIPC  Standard  package  with  either  20%  or  25%  cost- 
sharing increases  the  net  annual  cost  to  the  City  by  approximately  $19  million  to  $21 
million. 


Table  2 


Benefit  Package 

HIPC  Preferred 

Benefit  Package 

HIPC  Preferred 

Total  Number  of  Uninsured 

130,000 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  Number  of  Children 

13,000 

.Assumed  % Employed 

75% 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$139.24 

PMPM  Cost  to  Plan 

$139.24 

Adult  Rate  PMPM 

$144.74 

Adult  Rate  PMPM 

$144.74 

Child  Rate  PMPM 

$89.74 

Child  Rate  PMPM 

$89.74 

Total  Annual  Cost 

$217,214,816 

Total  Annual  Cost 

$217,214,816 

Employer  Subsidy 

20% 

Employer  Subsidy 

25% 

Member  Cost  (Employed 

Member  Cost  (Employed 

Population  only) 

20% 

Population  only) 

25% 

.Annual  Uncovered  Cost  of 

Annual  Uncovered  Cost  of 

Benefits 

$152,050^71 

Benefits 

$135,759,260 

Limited  Benefit  Package  Analysis 

Based  on  a recent  discussion  in  the  December  meeting  of  the  ActuariaLData 
Subcommittee,  we  have  also  modeled  the  cost  of  the  program  assuming  a more  limited 
benefit  package.  Specifically,  this  limited  benefit  package  would  be  similar  to  the  HIPC 
Standard  or  HIPC  Preferred  packages  but  would  exclude  hospital  inpatient  care  (i.e.,  the 
hospital  inpatient  care  would  revert  to  the  City’s  safety  net  providers).  The  reasoning 
behind  this  suggestion  was  to  develop  a significantly  lower  cost  offenng,  while 
improving  access  for  ambulatory  care  services. 

Wc  modeled  four  different  scenarios  for  this  limited  benefit  package  option,  which  are 
displayed  in  Tables  3 and  4 below.  Elimination  of  an  inpatient  benefit  &x>m  the  HIPC 
Standard  benefit  package  reduces  the  overall  cost  of  the  program  to  SI  1 1,862,470  and  the 
net  cost  to  $78,303,729  assuming  20%  subsidies  and  $69,914,044  assuming  25® o 
subsidies.  In  Table  4,  the  commensurate  numbers  for  the  HIPC  Preferred  benefit  package 
are  shown. 
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Table  3 


Benefit  Package 

mPC  Standard 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$71.71 

Adult  Rate  PMPM 

$74.54 

Child  Rate  PMPM 

$46.21 

Total  Annual  Cost 

$111,862,470 

Employer  Subsidy 

20% 

Member  Cost  (Employed 

Population  only) 

20% 

Annual  Uncovered  Cost  of 

Benefits 

$78303,729 

Benefit  Package 

HIPC  Standard 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$71.71 

Adult  Rate  PMPM 

$74.54 

Child  Rate  PMPM 

$46.21 

Total  Annual  Cost 

$111,862,470 

Employer  Subsidy 

25% 

Member  Cost  (Employed 

Population  only) 

25% 

Annual  Uncovered  Cost  of 

Benefits 

$69,914,044 

Table  4 


Benefit  Package 

HIPC  Preferred 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$83.18 

Adult  Rate  PMPM 

$86.47 

Child  Rate  PMPM 

$53.61 

Total  Annual  Cost 

$129,760,465 

Employer  Subsidy 

20"o 

Member  Cost  (Empioved 

Populauon  only) 

20*0 

Annual  Uncovered  Cost  of 

Benefits 

$90.832326 

Benefit  Package 

HIPC  Preferred 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$83.18 

Adult  Rate  P.MPM 

$86.47 

CTuld  Rate  PMPM 

$53.61 

Total  Aimual  Cost 

$129,760,465 

Employer  Subsidy 

25% 

.Member  Cost  (Employed 

Populanon  only) 

25% 

Aimual  Uncovered  Cost  of 

Benefits 

$81.100391 
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Additionally,  we  modeled  the  costs  of  the  program  with  a full  benefit  package  but 
introducing  two  different  individual  annual  stop-loss  limits  - $30,000  and  $50,000.  The 
cost  of  care  for  those  exceeding  the  stop-loss  limit  in  a particular  year  would  revert  to  the 
City’s  safety  net  providers.  When  comparing  the  total  numbers  in  Table  5 below  with 
those  in  Table  1,  it  is  shown  that  including  a $30,000  annual  individual  stop-loss  limit  to 
the  HIPC  Standard  benefit  package  trims  approximately  9%  off  the  PMPM  cost  to  the 
plan  while  including  a $50,000  annual  individual  stop-loss  limit  to  the  HIPC  Standard 
package  trims  approximately  4%  off  the  PMPM  cost  to  the  plan. 

Table  5 


Benefit  Package 

HIPC  Standard 

Individual  Annual  Stop  Loss  Limit 

$30,000 

Ea  S of  CTamants  Reaching  Stop  Loss  Limit 

0.60% 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$109.69 

Adult  Rate  PMPM 

$114.03 

Child  Rate  PMPM 

$70.70 

Total  Annual  Cost 

$171,120,418 

Employer  Subsidy 

20% 

Member  Cost  (Employed 

Populauon  only) 

20% 

Annual  Uncovered  Cost  of 

Benefits 

$119,784,293 

Benefit  Package 

HIPC  Standard 

Individual  Annual  Stop  Loss  Limit 

$50,000 

Eji  S of  Clamano  Reaching  Stop  Los  Limit 

0.24% 

Total  Number  of  Uninsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13.000 

Assumed  ®o  Employed 

75% 

PMPM  Cost  to  Plan 

$115.27 

Adult  Rate  P.MPM 

$119.83 

Child  Rate  PMPM 

$74J9 

Toul  Annual  Cost 

SI  79.827.641 

Employer  Subsidy 

20“o 

Member  Cost  (Empiov«i 

20«o 

Population  only ) 

Annual  Uncovered  Cost  of 

Benefits 

$1 25^79  J49 

Benefit  Package 

HIPC  Standard 

Individual  Annual  Slop  Loss  Limit 

$30,000 

Est  % of  Claimants  Reaching  Stop  Lob  Limit 

0.60% 

Total  Number  of  Unmsured 

130,000 

Assumed  Number  of  Adults 

117,000 

Assumed  Number  of  Children 

13,000 

Assumed  % Employed 

75% 

PMPM  Cost  to  Plan 

$109.69 

Adult  Rate  PMPM 

$114.03 

Child  Rate  PMPM 

$70.70 

Total  Annual  Cost 

$171,120,418 

Employer  Subsidy 

25% 

Member  Cost  (Employed 

Populauon  only) 

25% 

Annual  Uncovered  Cost  of 

Benefits 

$106,950,261 

Benefit  Package 

HIPC  Standard 

Individual  Annual  Slop  Loss  Limit 

$50,000 

Eft  N of  Clanrmts  Readuag  Snp  Lob  Utrai 

0.24% 

Total  Number  of  Uninsured 

130.000 

Assumed  Number  of  .Adults 

117,000 

Assumed  Number  of  Children 

13.000 

.Assumed  ®o  Employed 

75% 

P.VIPM  Cost  to  Plan 

$115.27 

Adult  Rate  P.MPM 

$119.83 

Child  Rate  P.MPM 

S74J9 

Toul  Annual  Cost 

$179.82^.641 

Employer  Subsidy 

25% 

Member  Cost  t Employed 

25% 

PopuUuor  only  i 

Annual  Uncovered  Cost  of 

Benefits 

$1I2J92J76 
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Caveats 


As  the  previous  Tables  illustrate,  the  annual  uncovered  cost  of  benefits  is  highly  variable 
and  sensitive  to  the  critical  assumptions  underlying  the  estimate.  One  of  the  most  critical 
assumptions  pertains  to  the  actual  size  of  the  uninsured  population.  While  estimates  of 
the  size  of  the  uninsured  population  in  San  Francisco  can  be  obtained  from  the  Current 
Population  Survey  (CPS)  - the  predominant  source  for  Dr.  Bindman’s  estimates  - the 
small  size  of  the  San  Francisco  County  sample  results  in  wide  fluctuations  in  these 
estimates.  For  example,  the  1996  Survey  showed  San  Francisco  with  an  uninsured 
population  of  nearly  118,000  while  the  1997  figure  was  approximately  160,000.  Both 
years  showed  the  self-employed  and  non-working  as  18-20%  of  the  total  population. 
Assuming  that  San  Francisco  has  a population  of  775,000,  then  the  number  of  uninsured 
who  are  self-employed  or  non- working  is  roughly  32,000,  based  on  1997  CPS  estimates. 

In  this  report,  we  have  provided  cost  estimates  for  the  most-likely  scenarios  based  on  Dr. 
Bindman’s  research.  We  have  modeled  these  scenarios  under  two  different 
comprehensive  benefit  packages  and  also  assuming  a more  limited  benefit  package. 
Additionally,  we  have  estimated  the  net  cost  of  the  program  using  two  sets  of 
assumptions  for  the  portion  of  the  premium  to  be  borne  by  the  employer  and  employee  in 
the  working  populations:  one,  that  the  employer  and  employee  each  pay  for  20%  of  the 
premium  per  member  (40%  total)  and  two,  that  the  employer  and  employee  each  pay  for 
25%  of  the  premium  per  member  (50%  total).  The  20-25%  employer  subsidy  assumption 
is  low  relative  to  a standard  population  while  the  employee  cost-sharing  assumption  of 
20-25%  is  average. 

All  of  these  assumptions  produce  significant  differences  in  the  net  cost  of  the  program  to 
the  City.  In  separate  Exhibits  available  through  the  San  Francisco  Department  of  Public 
Health,  we  varied  assumptions  including  the  adult/child  ratio  and  the  unemployment  rate 
to  estimate  the  impact  on  the  overall  costs  of  the  program.  If  the  rate  of  unemployment  in 
the  uninsured  population  is  closer  to  50%,  the  net  cost  to  the  City  will  be  18-30%  higher 
than  that  shown  in  the  preceding  Tables.  Holding  all  other  variables  constant,  if  the  ratio 
of  adults  to  children  is  closer  to  60®/i>/40%,  the  net  cost  to  the  Cit>  will  be  approximately 
12®/o  lower  than  that  showTi  in  the  preceding  Tables. 
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City  and  County  of  San  Francisco 

’Top-Down"  Analysis 


Table  1 

SF  Single  Premium  Rates  (1998) 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

$116.81 

$116.61 

$96.89 

$116.94 

HIPC  (Preferred) 

$135.80 

$130.60 

$109.23 

$130.23 

CalPERS  (Basic) 

$170.05 

$167.53 

$156.82 

$131.82 

HSS 

N/A 

$158.29 

$157.18 

$142.00 

Table  2 

Total  PMPM  Underlying  Rates  Above 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

$110.61 

$110.42 

$91.75 

$110.73 

HIPC  (Preferred) 

$128.59 

$123.67 

$103.43 

$123.32 

CalPERS  (Basic) 

$129.27 

$127.36 

$119.21 

$131.82 

HSS 

N/A 

$126.76 

$129.34 

$128.22 

Table  3 

Age/Sex  Factors  (Relative  to  HIPC  Standard) 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

1.00 

1.00 

1.00 

1.00 

HIPC  (Prefen-ed) 

1.00 

1.00 

1.00 

1.00 

CalPERS  (Basic) 

1.14 

1.14 

1.14 

1.14 

HSS 

N/A 

1.03 

1.09 

1.00 

Table  4 

PMPMs  Net  of  Age/Sex  Differences 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

$11061 

$11042 

$91  75 

$11073 

HIPC  (Preferred) 

$128  59 

$12367 

$103  43 

$123.32 

CalPERS  (Basic) 

$11349 

$111.81 

$104  66 

$115.73 

HSS 

N/A 

$122.64 

$118  65 

$12882 

Table  5 

Benefit  Plan  Relative  Values  (Relative  to  HIPC  Standard) 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

1 00 

1 00 

1 00 

1 00 

HIPC  (Preferred) 

1 16 

1 12 

1 12 

1 12 

CalPERS  (Basic) 

1 20 

1 16 

1 16 

1 16 

HSS 

N/A 

1 14 

1 16 

1 14 

Table  6 

PMPMs  Net  of  Benefit  Plan  Differences 

Program 

Blue  Shield 

HealthNet 

Kaiser 

PacifiCare 

HIPC  (Standard) 

$11061 

$11042 

$91  75 

$11073 

HIPC  (Preferred) 

$11085 

$11042 

$92  34 

$110  11 

CalPERS  (Basic) 

$94  58 

$96  39 

$90  22 

$99  77 

HSS 

N/A 

$107  58 

$102  29 

$113  00 
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Benefit  Plan  Summaries 


Benefit 

Summary 

HIPC  HMO 
Standard 

HEPC  HMO 
Preferred 

CalPERS 
HMO  Basic 

Health  Service 
System  - 
Kaiser 

Health  Service 
System  - 
Health  Net 

Hospital 

Inpatient 

$100  copay  per 
admission 

no  charge 

no  charge 

no  charge 

no  charge 

Hospital 

Outpatient 

$15  copay  per  visit 

$5  copay  per  visit 

no  charge 

$5  copay  per  visit 

no  charge 

Emergency 
Room  Services 

$50  copay  per 
visit;  waived  if 
admitted 

$50  copay  per 
visit;  waived  if 
admitted 

$35  copay  per 
visit;  waived  if 
admitted 

$5  copay  per  visit; 
waived  if  admitted 

$25  copay  per 
visit;  waived  if 
admitted 

Skilled 

Nursing 

Facility 

$100  copay  per 
admission;  limit  - 
60  days  per  benefit 
period 

no  charge;  limit - 
60  days  per  benefit 
period 

no  charge;  limit - 
100  days  per 
benefit  period 

no  charge;  limit  - 
100  days  per 
benefit  period 

no  charge;  limit - 
60  days  per  benefit 
period 

Hospice 

no  charge 

no  charge,  limit  - 
100  days  per 
benefit  period 

no  charge;  limit  - 
60  days  per  benefit 
period 

Office  Visits 

$15  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

Prenatal 
Care/Pediatric 
Visits  (age  <2) 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

Preventive 
Care  Visits 

$15  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 
through  age  17, 
$25  copay  per  visit 
- adults 

Allergy 

Testing 

$15  copay  per  visit 

$5  copay  per  visit 

$5  copay  per  visit 

$3  copay  per  visit 

$5  copay  per  visit 

Mental  Health 
- Inpatient 

$ 1 00  copay  per 
admission,  limit  - 
10  days  per  benefit 
period 

no  charge;  limit - 
1 0 days  per  benefit 
period 

no  charge;  limit - 
30  days  per  benefit 
penod 

no  charge,  limit  - 
45  davs  per  benefit 
period 

no  charge,  limit  - 
30  days  per  benefit 
penod 

Mental  Health 
-Outpatient 

$20  copay  per 
visit;  limit  - 20 
visits  per  benefit 
period 

$20  copay  per 
visit;  limit -20 
visits  per  benefit 
penod 

$20  copay  per 
visit,  limit  - 20 
visits  per  benefit 
penod 

$20  copay  per 
visit  limit  - 20 
visits  per  benefit 
penod 

$25  copay  per 
visit,  limn  - 20 
visits  per  benefit 
penod 

Substance 
Abuse - 
Inpatient 
(detox  only) 

$ 1 00  copay  per 
admission 

no  charge 

no  charge 

no  charge 

no  charge 

Substance 
Abuse  - 
Outpatient 

max  payment  by 
health  plan  of  $20 
per  day.  limited  to 
total  of  $400  per 
benefit  period 

max  payment  by 
health  plan  of  $20 
per  day . limited  to 
total  of  $400  per 
benefit  penod 

$5  copay  per  visit, 
limit  - 20  visits 
per  beiKfit  penod 

no  charge  for  up  to 
30  davv  per  benefit 
penod  of 
residential 
treatment 

rehab  treatment 
programs  covered 

Prescription 

Drugs 

• Genenc  (30- 
day  supply  ) - 
$ 1 0 copay 

• Brand  (30- 
day  supply ) - 
$15  copay 

• dienenc  (90- 
day  supply ) - 
$20  copay 

• Brand  (90- 
day  supply ) - 
$30  copav 

• Genenc  (30- 
day  supply)  - 
$5  copay 

• Brand  (30- 
day  supply  1 - 
$10  copay 

• Genenc  (90- 
day  supply ) - 
$10  copay 

• Brand  (90- 
day  supply ) - 
$20  copas 

$5  copay  per  senpt 

$.'  copav  per  script 

$5  copay  per 
senpt  $15  copay 
for  non-formulary 
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Benent 

Summaiy 

HIPC  HMO 
Standard 

HIPC  HMO 
Preferred 

CalPERS 
HMO  Basic 

Health  Service 
System  - 
Kaiser 

Health  Service 
System  - 
Health  Net 

Vision  Care 

limited  to 
preventive  care 
exams  for  minors 

limited  to 
preventive  care 
exams  for  minors 

$10  copay  per 
visit;  limited  to 
one  visit  per  year 

$5  copay  per  visit; 
no  charge  for 
lenses  and  $80 
frame  allowance 
every  24  mths 

$10  copay  per 
visit;  $25  copay 
for  lenses/  fi^mes; 
exam,  lenses  and 
frames  furnished 
every  24  mths 

Physical 

Therapy 

$15  copay  per  visit 
up  to  60-day 
period  per 
condition 

$5  copay  per  visit 
up  to  60-day 
period  per 
condition 

$5  copay  per  visit 
up  to  60-day 
period  per 
condition 

$5  copay  per  visit 
up  to  60-day 
period  per 
condition 

$5  copay  per  visit 
up  to  60-day 
period  per 
condition 

Chiropractic 

Care 

not  covered? 

not  covered? 

$5  copay  per  visit; 
limit  - 20  visits 
per  benefit  period 

not  covered 

not  covered 

Home  Care 

$15  copay  per  visit 

$5  copay  per  visit 

no  charge 

$5  copay  per  visit 

$5  copay  per  visit 

DME 

no  charge 

no  charge 

no  charge 

no  charge 

50%  copay 

Infertility 

Testing 

copay  - 50%  of 
contracted  rate 

copay  - 50®/o  of 
contracted  rate 

copay  - 50®/o  of 
charges 

Yearly  OOP 
Maximum 

$2,000  per  person, 
$4,000  per  family 

$2,000  per  person; 
$4,000  per  family 
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COMMENTS  FROM  THE 
COMMUNITY  FORUMS  AND  PRESENTATIONS 
MAYOR’S  BLUE  RIBBON  COMMITTEE  ON  UNIVERSAL  HEALTH  CARE 

(Forums  and  Presentations  held  during  January  1998  through  March  1998) 


Committee  Representation 

• Consumer  representation  is  insufficient  on  the  Committee. 

Cost  of  Health  Care 

• The  page  entitled  “Health  Care  Expenditures  --  1996”  should  be  revised.  The 
amount  of  money  spent  to  care  for  persons  wWh  catastrophic  illnesses  should  be 
shown  separately  more  realistically  reflect  average  cost  per  citizen  utilization. 

Eligibility  Issues 

• The  residency  requirement  will  be  difficult  for  employers.  It  is  not  uncommon  for 
employees  to  live  in  neighboring  counties.  The  residency  requirement  means  that 
employers  will  be  treating  some  employees  differently  (i.e.,  those  who  have  been 
San  Francisco  residents  for  six  months  will  be  eligible  to  obtain  the  health  care 
coverage  and  those  who  are  not  will  not  be  eligible).  This  is  an  equity  issue  and  will 
affect  employee  moral. 

• There  are  a number  of  self-employed  workers  and  temporary  workers.  The 
purchasing  program  must  ensure  that  self-employed  workers  are  eligible  for  the 
program. 

• The  children  of  college  students  should  be  included  in  the  eligible  population. 

• Are  undocumented  residents  eligible  to  participate  in  this  purchasing  program? 

• To  assist  in  determining  who  is  eligible  for  the  program,  the  Committee  should 
consider  doing  a needs  assessment  for  the  various  uninsured  populations  to  guide 
to  development  of  the  scope  of  services 

• Can  a person  who  enrolls  in  this  program  as  an  unemployed  or  self-employed 
persons  early  in  the  year  but  later  gains  employment  with  a firm  that  offers  health 
care  coverage  disenroll  from  the  program? 

• Can  an  employed  person  enroll  in  the  program  even  if  their  employer  decides  not 
to? 

• Which  individuals  will  be  eligible  for  participation  in  this  insurance  program?  Is  it 
only  for  the  indigent'?^ 


Employer  Issues 

• A minimum  participation  period  should  be  established  for  employers.  This  will  be 
necessary  to  ensure  that  employers  are  not  allowed  to  pull  out  of  the  program 
hastily. 

• The  page  entitled  “Health  Insurance  San  Francisco  Bay  Area”  suggest  that  small 
employers  are  not  doing  their  fair  share  by  offering  health  care  coverage.  The 
Committee  should  take  into  account  that  for  small  employers  the  overriding  issue  is 
affordability  given  the  instability  in  monthly  revenues. 

• Besides  making  the  cost  of  providing  health  care  more  affordable  through  some 
public  sector  subsidy,  what  other  “local  financial  incentives”  is  the  Committee  looking 
at  to  make  it  attractive  for  businesses  to  participate? 

• Need  to  recognize  the  numerous  restrictions  that  small  employers  work  under 
(profits,  seasonal  employment.  City  requirements,  etc.). 

Employee  Issues 

• Need  to  focus  the  program  on  employee  issues  to  make  it  attractive  to  sign  up  given 
the  fact  that  they  will  still  be  able  to  get  health  care  coverage  even  if  they  do  not  sign 
up  for  the  program. 

Financing  the  Cost 

• If  the  total  premium  is  S120  pmpm,  what  portion  of  that  will  be  paid  by  public,  what 
portion  will  be  paid  by  employer  and  what  portion  will  be  paid  by  the  member'? 

• The  administrative  cost  of  the  program  seems  very  high  How  was  this  percentage 
derived?  The  purchasing  program  should  ensure  that  it  is  not  doing  any  duplicative 
administrative  and  operational  functions  that  a health  plan  would  do  As  much 
money  as  possible  should  go  to  the  provider. 

• The  co-payment  seems  high,  particularly  for  low-income  persons  Has  the 
Committee  looked  at  either  lowering  the  co-payment  or  not  having  a co-payment'? 
Means  testing  for  enrolled  members  should  be  instituted. 

• Co-payments  have  been  shown  to  discourage  utilization  of  preventive  care 
Unemployed  persons  should  not  be  required  to  pay  either  a premium  or  a co- 
payment 

• Will  Medicaid  dollars  be  used  to  finance  this  program'? 

• What  are  the  public  sector  funds  that  will  be  used  to  finance  this  program'?  Where 
are  these  funds  currently  going  in  the  City  and  what  services  to  they  support'? 

• Was  the  cost  of  providing  services  to  persons  with  HIV/AIDS  factored  in'? 


• Will  funds  be  taken  away  from  the  Department  of  Public  Health  to  fund  this 
purchasing  program? 

Health  Plan  Provider  Issues 

• While  choice  in  health  plans  will  be  necessary,  the  Committee  should  not  design  this 
purchasing  program  with  too  much  choice.  This  becomes  complicated  for 
employers. 

• What  criteria  will  be  used  in  selecting  health  plans/providers  for  this  purchasing 
program?  They  should  have  experience  serving  vulnerable  populations  and 
populations  that  may  require  more  support  services. 

• What  health  plans  will  participate? 

Implementation 

• How  will  this  insurance  program  get  started? 

• Who  has  to  authorize  the  formation  of  a new  public  authority  and  the  development  of 
this  program? 

Interfacing  with  Other  Health  and  Social  Service  Programs 

• Need  to  determine  how  this  purchasing  program  will  interface  with  Healthy  Start  and 
other  efforts  to  ensure  health  services  for  children.  There  should  be  linkages 
between  these  types  of  efforts. 

• Need  to  ensure  interface  with  social  services  since  providing  health  insurance  is  not 
the  sole  determinant  in  improving  health  status  It  the  environment  where  a person 
lives  has  not  changed  then  health  care  coverage  will  not  be  sufficient.  Need  to 
make  sure  that  vulnerable  populations  also  receive  case  management  services 

Labor  Issues 

• This  is  a significant  change  in  how  the  City  will  provide  services  to  the  uninsured  Is 
labor  aware  of  this  proposal  and  are  they  supportive  of  it? 

Proposed  Phase-in 

• Consider  using  residents  in  the  94124  zip  code  in  the  first  phase-in 

• When  is  the  phase-in  going  to  begin? 

• How  many  individuals  will  participate  in  the  pilot  (i  e..  number  of  working  uninsured 
non-working  uninsured,  children,  etc.)? 

Purchasing  Pool 

• How  many  enrollees  will  be  necessary  in  the  purchasing  program  to  ensure  that  it 
survives  financially'? 
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• The  HIPC  is  similar  to  the  Committee’s  purchasing  pool.  However,  HIPC  requires  a 
certain  percentage  of  the  employers  work  force  to  sign  up  for  the  program.  Is  the 
City’s  purchasing  program  going  to  have  a similar  requirement?  If  so,  what  will  the 
percentage  be? 

Risk  Adjustment 

• In  addition  to  doing  risk  adjustment  within  the  health  plans  to  take  into  account 
adverse  selection,  the  Committee  should  also  think  about  doing  service  adjustment 
for  persons  with  extended  service  needs. 

Safety  Net  Issues 

• This  feels  similar  to  what  happened  with  Medi-Cal  managed  care  --  patients  that 
once  relied  on  safety  net  and  traditional  providers  will  be  tunneled  into  commercial 
health  plans.  Has  the  Committee  looked  at  the  impact  on  safety  net  providers? 

• Does  the  Committee  understand  that  by  providing  choice,  providers  will  be  affected? 
Populations  that  they  have  traditionally  served  may  no  longer  continue  with  them. 

• The  written  presentation  should  state  clearly  that  there  is  a commitment  to 
preserving  the  safety  net. 

Scope  of  Benefits  Issues 

• Dental  service  should  be  included  in  the  scope  of  benefits.  Dental  services  - 
particularly  preventative  dentistry  - are  as  necessary  as  other  physical  health 
services 

• Will  transgender  procedures  and  subsequent  health  services  related  to  such 
procedures  be  included  in  the  scope  of  benefits'!^ 

• Generally  disappointed  that  there  are  only  limited  mental  health  and  substance 
abuse  services  in  the  benefits  package.  This  perpetuates  the  notion  that  behavioral 
health  should  not  be  fully  incorporated  within  a benefits  package  How  can 
fragmentation  be  reduced  and  would  the  Committee  reconsider  expanding  the 
mental  health  and  substance  services  benefits 

• Why  IS  vision  for  minors  only  available'^  Vision  impairment  due  to  health  conditions 
should  be  included  within  the  scope  of  services 

• Is  there  a co-payment  of  pharmacy'^  If  a person  has  multiple  prescriptions,  this  can 
get  expensive  and  be  cost-prohibitive 

• How  will  the  coverage  provided  relate  to  long-term  care  services  being  developed  by 
the  Long  Term  Care  Pilot  Project  Task  Force*? 

Uninsured  Data 

• Need  to  determine  the  number  of  uninsured  in  the  94124  zip  code 


Voluntary  vs.  Mandatory 

• Given  the  City’s  leverage  over  contracting,  etc.,  the  City  has  the  option  to  make  this 
mandatory  for  all  businesses.  It  should  consider  this  approach. 

• The  program  is  based  on  voluntary  enrollment  by  employers  and  individuals. 
However,  it  is  my  understanding  that  if  an  em.ployee  is  offered  health  care  coverage, 
then  they  must  accept  it.  Therefore,  how  will  individuals  be  able  to  decline 
coverage? 

• Why  can’t  the  City  require  businesses  to  provide  health  care  coverage  and  make 
this  a mandatory  program?  This  is  the  way  to  ensure  that  all  residents  have 
insurance. 

• While  the  Committee  is  recommending  a voluntary  approach,  what  assurances  are 
there  that  the  City  will  not  mandate  this  program? 


Forums  Held 

• Community  Forums  (5)  --  Locations 

Southeast  Community  Facility 
^ Ella  Hill  Hutch  Comm.  Center 
z'  Horace  Mann  Middle  School 
Department  of  Public  Health 
^ UCSF  Laurel  Heights  Campus 

Presentations  Made: 

• City  College  of  San  Francisco 

• Department  of  Public  Health  Staff 

• Long-Term  Care  Task  Force 

• Neighbor  to  Neighbor 

• Residential  Care  Providers 

• San  Francisco  Chamber  of  Commerce 

• San  Francisco  General  Hospital  Management  Forum 

• San  Francisco  Health  Commission 

• San  Francisco  Small  Business  Commission 

• Small  Business  Community 

• UCSF  Dental/Pubhc  Health 

• West  Bay  Hospital  Council  - San  Francisco  Section 
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